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Pustic UTILITIES ForTNIGHTLY . . stands 


privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of laws; for 
quitable ind nondiscriminatory taxation ; 
and, in general—for the perpetuation of the 
free enterprise sy stem. It is an open forum 
for the free expression of opinion concern- 
ing public utility regulation and allied 
ics. It is supported by subscription and 
revenue; it is not the mouthpiece 
vf any | group or faction ; it is not under the 
ditorial .:pervision of, nor does it bear the 
ndorsem nt of, any organization or associa- 
tion, The editors do not assume responsi- 
ity fo: the opinions expressed by its 
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42 B&W Type EL Pulver 
+ B&W Open-Pass Boilers in Clifty Creek 


Plant of Ohio Valley Electric Corporation. 
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RECT-FIRING SYSTEM 


A Compact, Space-Saving Package 
of Effictent Grinding Power 


More power and capacity in a compact arrangement . .. long-range dependability 

. . reduced operating cost —these are the measurable results of continuous, 
intensive development of the modern B&W Pulverizer. It has established an out- 
standing production and efficiency record in thousands of commercial installations. 


Here are some reasons why: 


Continuous High Fineness Over Entire Service Life: 
i'fficient combustion requires high fineness at all times. 
The high circulating load of the B&W Pulverizer per- 
mits efficient and dependable classification of product, 
so that only material of proper fineness leaves the unit. 
In addition, its slow-speed, spring-loaded ball bearing 
grinding elements maintain proper grinding contact 
throughout their service life. 


Handles Wide Variety of Low Grade and Wet Coal: 
Regardless of the coal’s grade or whether it’s dry or 
soaking wet, the B&W Pulverizer’s unique and exclusive 
recirculation of fuel through heated air assures efficient 
grinding . . . eliminates shutdown, capacity loss, or 
special attention from operators. 


Simplicity of Arrangement and Reduced Maintenance: 
Accessibility for all normal maintenance makes it 


simple, quick, safe and low-cost. Adjustments are easi 
made while the unit is in operation. Using only clea 
primary air supplied under pressure, fan maintenang 
is substantially reduced and fuel piping is greatly si 

plified. Also, with the pulverizer acting as its own di 
tributor, no special distributing devices are needeg¢ 
Grinding elements are of special alloy material. The 
last two years or more on eastern coals and at least 

year on midwestern coals. 


Adaptable to All Types of Automatic Controls: 

Because it features “one point contact with the boiler 
operation of the B&W Pulverizer is simple. The boiler 
automatic combustion control is connected to the pu 


- verizer at only one point—the damper in the prima 


air duct. The pulverizer’s own control system regulate 
all other functions, such as maintenance of proper fue 
air ratio and operating temperature. 


SEND FOR DATA. For full information about the B&W Type EL Pulverizer 
and Pulverized-Fuel Firing Systems. write: The Babcock & Wilcox Company, 
Dept. PUF-1A, 161 E. 42nd Street, New York 17, N. Y. 
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ECIRCULATION —this 
jh fineness, aids drying, 


PRESSURE SYSTEM —this elimi- 
nates fan wear, simplifies piping. 








AIR CONTROL—this means one, 
simple control contact point. 


MILL LEVEL CONTROL —this 
automatically adjusts fuel-feed. 
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ECENTLY there appeared in PuBLICc 
UriLities ForTNIGHTLY a thought- 
ful article by a member of the Texas bar 
which raised the question as to whether 
the co-operative form of business enter- 
prise was a proper and desirable vehicle 
for electric utility service. This leading 
article gives another side of the picture. 
It outlines reasons for the view that the 
electric co-operative is a proper and de- 
sirable form for utility-type operations in 
the rural areas. 


Tuis article takes up the charges of 
discrimination and preference in favor of 
the co-operative in such matters as alleged 
tax exemption and regulation exemption, 
special tax treatment, and a comparison 
of co-operative rates with those of electric 
utility business enterprise. It concludes 
that the co-operative furnishes rural area 
electric customers with a unique form of 
service organization—one in which they 
can join together for common benefits and 
better mutual understanding. 


THE author of this leading article is 
Davin A. HamiL, who became Adminis- 
trator of the Rural Electrification Ad- 
ministration on June 26, 1956. His back- 
ground is that of a rancher engaged in the 


DAVID A. HAMIL 


Rereecmeno ey 


JOHN P. CALLAHAN 


cattle feeding business in Logan county, 
Colorado. At the time of his appointment 
Mr. Hamit was speaker of the Colorado 
house of representatives, a position he had 
held since 1951. He was first elected to the 
Colorado general assembly in 1938 and, 
with the exception of a two-year term in 
1948-49, has served in it continuously. 


Mr. Hamit became active in the rural 
electrification program in 1939 when he 
helped sign up members and organize a 
section of the Highline Electric Associa- 
tion of Holyoke, Colorado. He served as 
director of the Highline Association for 
five vears. When the co-operative started 
operation, it served about 180 consumer- 
members. Today it serves 4,000. The 
REA Administrator is a graduate of the 
Sterling, Colorado, high school and of 
Hastings College at Hastings, Nebraska 
He was graduated from that college in 
1930 with a Bachelor of Arts degree. At 
Hastings, he competed in track as a dis- 
tance runner and at one time was Mid- 
western AAU champion in the 33-mile 
cross-country run. 


* * * 


wy ee an older industry fades from its 

familiar place in the landscape, find- 
ing a new one to replace it is like finding 
gold in the back yard. The northernmost 
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RM standard-design medium transformers 
apply in 90% of the cases 
where “specials” seem to be indicated* 


Are unreviewed application practices costing you the savings offered by standardization of medium transformers 
(501 » 7500 kva, 69 kv and below)? 416-20 





Gen: 1 Electric Co., Schenectady 5, New York. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 





PAGES WITH THE EDITORS (Continued) 


Central states were put in some such posi- 
tion when the richer iron and copper de- 
posits became pretty well worked out. 
Necessity bore fruit again and a method 
of reducing the lower-grade, flinty ores 
was invented. Utilities, sharing in the 
boom, reflected this renaissance. The ar- 
ticle beginning on page 298, by JoHN P. 
CALLAHAN, foreign correspondent of The 
New York Times and free-lance writer on 
business topics, discusses the way in which 
the challenge of the failing iron-ore de- 
posits in Minnesota is being met through 
the stimulation of an entirely different in- 
dustrial process. 


ig his recent Budget message, President 
Eisenhower noted that defense spend- 
ing which had exceeded $38 billion for the 
past two fiscal vears, will rise to nearly 
$40 billion in the coming fiscal year—as- 
suming that the budget recommendations 
are carried out. The President then dis- 
cussed the nation’s fiscal dilemma of pro- 
viding more funds for defense spending 
without increasing taxes or throwing the 
budget too far out of balance. In the article 
beginning on page 302 by Ernest R. 
ABRAMS, well-known New York city au- 
thor of business articles, the suggestion 
is made that the nation’s power needs 
could be met while at the same time in- 
creasing tax revenues available for de- 
tense spending. The author presents 
figures supporting the idea that the busi- 
ness-managed electric power industry— 
as a tax-paving partner—can be of real 


ERNEST R. ABRAMS 


help in meeting the bill for missiles and 
sputniks, 
* 


i ges question of whether or not t 
adopt accelerated depreciation for in 
come tax purposes has renewed discussio: 
as to the need for and usefulness o: 
property records. This controversy ha: 
prompted the special article featured o1 
page 326 by I. G. Hery, manager, proj 
erty record department of the Consol: 
dated Edison Company of New York. 


SoME readers situated in states whe: 


complete property records have long bee: 


required, may wonder why this questio: 
is even brought up at all at this late dat« 
There are also some utility companie: 
which have voluntarily gone in for sucl) 
records, to ease the complications of tax 
accounting and for other reasons. But it 
may surprise many to learn that such re 
cording practice is by no means universal, 
even though the operating situations re 
quiring complete and accurate property 
records are becoming more apparent and 
widespread all the time. 


BEGINNING on page 330 is a short ar- 
ticle concerning a new conception of the 
corporate image. It is the product of Jou 
B. DuBots, assistant advertising manager 
of Southern California Gas Company. In 
the realm of advertising and public rela- 
tions this is a very timely topic and one 
of increasing importance. Yet, though 11 
is a matter touched upon quite frequent- 
ly, it is not always clearly understood 
There is a growing awareness of the im- 
portance of public relations within utility 
management and increasing concern over 
the attitude of the consuming public in 
the light of continued and necessary rate 
cases. Mr. DuBors’ article, “Building the 
Company Image,” is an attempt to focus 
this impression of the business corporation 
in a way which will stand analysis from 
the public relations viewpoint. 


THE next number of this magazine will 
be out March 13, 1958. 


A» Mittin. 
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“WHAT D’YOU 
SEE, MISTER?’’ 











The future, son! New homes, new towns, new 
industry ...in the Heartland of America! 











* * * 













The natural gas pipeline surveyor is a symbol 
of progress . . . of residential and industrial 
growth in that part of America’s Heartland 
served by Columbia Gas System. 












In Ohio, Pennsylvania, West Virginia, Ken- . 
tucky, Virginia, Maryland, and southern New 
York, the demand for natural gas keeps 
mounting rapidly. Ten years ago, Columbia 
delivered 231 billion cubic feet of gas to the 
homes, businesses, and industries it serves. 
Last year, that figure rose to 605 billion. In 
1961, it is estimated that the System’s custom- 
ers will require 845 billion cubic feet annually. 
















Columbia Gas System companies look to the 
future by planning and building to meet these 
increasing needs for natural gas . . . to keep 
pace with the phenomenal growth of Amer- 
ica’s Heartland. 
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SYSTEM, INC. 


* COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 






















SON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Company, 
, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 
SBUE iH GROUP: The Manufacturers Lightand Heat Company, ColumbiaGasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 





Coming IN THE NEXT ISSUE 


(March 13, 1958, issue) 


* 


OHIO BELL'S COMMUNITY LIVING PROGRAM 


Why must the customer always be right? Utility public relations experts have lon 
told us that this well-worn cliché is more applicable to public utility company promo 
tional activities than to nonregulated competitive enterprise. John J. Joseph, vic« 
president of the Ohio Bell Telephone Company, tells why this is so, in an enlighteninc 
article on Ohio Bell's Community Living Program. This is a long-range plan with the 
goal of educating every employee to the needs and benefits of substantial publi 
relations. The employee is essential to this plan; but it has also stimulated many man 
agement people to examine their own attitudes toward the company, as they may 
appear to their neighbors and friends. 


A LESSON IN LIMITING GOVERNMENTAL INTERVENTION 


One of the old-fashioned economic axioms which has been exploded in Great Britain 
is the idea that Socialism or nationalization of industry is a one-way street. Karl Marx 
and other Socialists of the extreme or Communist school, have gained a lot of unearned 
mileage out of the assumption that there can be no voluntary or democratic turning 
back from Socialism once started. They were sure that nothing short of a reactionary 
revolution or military defeat, after which the conqueror could impose his will, would 
permit the relinquishment of Socialism once established. But the experience of the 
steel industry in Great Britain shows that this notion is just about as wrong as many 
others preached by Marx. Dr. John D. Garwood, professor of economics at the Fort 
Hays Kansas State College, describes the denationalization of the British steel in- 
dustry in a way which opponents of government ownership in this country will find 
interesting if not profitable. 


DESALTING COULD BE JUST AROUND THE CORNER 


Ocean brine and inland brackish waters may be freshened on a large scale in ten to 
fifteen years, say Interior Department engineers. And a ‘'breakthrough'’ might come 
sooner. Industry will be the first customer, so utility and industrial engineers are 
advised to watch progress. A little government money has developed surprising re- 
sults among private investigators. James H. Collins, author of business articles, ex- 
plains what has been going on in the past five years, during which Uncle Sam has be- 
come directly interested in getting the salt out. Within a decade it is possible that 
the cry of the Ancient Mariner— ‘Water, water everywhere but not a drop to drink’ 
—may be relegated to the status of a barroom joke. 


* 


Also - + + Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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“I do not exclude the 
intelligent anticipation 








of facts” 












even before 


















they occur.” 
—-CURZON 












*Rate Commissions will 
consider them too 










R&S HAS THE KEY to “intelligent anticipation of facts” upon which rate increase 


applications can be solidly based—continuing monthly rate analyses, delivered in plenty 





of time for a ‘forward instead of a backward look’. 





The difference can be great in return on invested capital (which now should be 
614—7%) and in more favorable terms when seeking new capital for expansion. 
R &S “One Step” Method of Bill Analysis 


is simplicity itself to put into operation—we do 







all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 

We would like to send you the complete 








story—a request to Dept. P-1 will bring you the 
ooklet “THE ONE STEP METHOD OF 
‘ILL ANALYSIS’—no obligation of course. 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
ie 0), ee 
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NATJON-WIDE SERVICE 


CCaoukble Cache 


“There never was in the world two opinions alike.” 


Virci MILLER NEWTON, JR. 


Managing editor, Tampa 
Tribune. 


RoBERT It. Woop 
Retired chairman, Sears, 
Roebuck & Co. 


FREDERICK R. KAPPEL 
President, American 
Telephone and Telegraph 
Company. 


HERBERT HOOVER 
Former President of the 
United States. 


EpIroRIAL STATEMENT 
The Wall Street Journal. 


C. D. KEMP 
Director, Institute of Public 
Affairs, Victoria, Australia. 


RAYMOND MOoLry 
Columnist. 


Co_mM BrRoGAN 
British writer on political 
and economic subjects. 


—MOonTAIGNE 





“Government censorship and bureaucratic propa 
ganda are modern forms of tyranny over the min 
of man.” 


¥ 


“Business must account for its stewardship not on! 
on the balance sheet, but also in the matters of socia 
responsibility.” 


¥ 


“We shall vigorously pursue our efforts to convin 
regulatory commissions that the level of earning 
should be raised.” 


¥ 


“If you temporize with Socialism in any of its dis 
guises, you will stimulate its growth and make certai 
the defeat of free men.” 


* 


“You can have everything for a while, including 
runaway inflation. One trouble with that program is 
that you end up with nothing.” 


¥ 


“When governments say things like: ‘You must not 
produce that; you must produce this.” ‘We will com 
pel you to save more and to spend less.’ “We will tax 
and take away the great part of any extra earnings 
you may make as a result of your extra work, ability, 
or enterprise.’ Then free enterprise is in danger.” 


¥ 


“".. any attempt at a crash program by the govern 
ment [to build atomic power plants| would not only 
be excessively expensive to the taxpayer, but would 
threaten private companies with a crushing govern 
ment monopoly. Thus, any such program as is in th: 
minds of public power-minded members of Congres- 
might well delay rather than accelerate the progres 
which should be achieved in 1970 and after.” 


¥ 


“The Welfare State is not only a fiscal and social ma 
chine. It is also a state of mind, and it is that state o 
mind more than anything else which is urging the youn; 
people of Cambridge (and elsewhere) to seek their for 
tunes abroad. In contemporary Britain it is considere: 
only just that any man whose services to the communit} 
are of such value that he earns a high income should b« 
stripped of most of it, not only to provide benefits for 
others, but also to show that he is really no better thai 
the man whose contribution consists of sitting at a fac 
tory bench and pressing a button, Any man who con 
veys the impression that he is better than any other 11 
any respect is regarded as the enemy of the egalitaria: 
people.” 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry ning, financing, or cultivation of the finan- 
as had its share of financial complexities. cial community—our Analytical Studies, 
lowever, close to the pulse of the finan- Seminars and Round Tables may prove 
ial world and to the Industry itself, our = valuable aids to your company’s future. 
necialists continue to reach ahead with For more information, call Public Util- 
~w and sound approaches. ities Department at Dlgby 43500 or 

Whether an undertaking of capital plan- write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 
Capital Funds over $130,000,000 Total Assets over $1,500,000,000 
Ric: sR>v H. West, Chairman of the Board GrorGE A. MurPHy, President 


Public Utilities Department—JoHN F. Cuinps, Vice President in Charge 
MEMBER “EDERAL DEPOSIT INSURANCE CORPORATION 
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ter duce electric power 


The Diesel engine was first designed and built for mechani- 
cal drive. It was much later that Electro-Motive incorporated 
this principle in designing and building a prime mover specifi- 
cally for electric power generation. 


It was, in fact, in 1932 that two experimental electric power 
generating sets were tested at the Chicago Century of Progress 
Exposition. These two cycle engines were a revelation in design 
—compact and lightweight. 


ee HORE: eae SHWE GH ete yt oe 


Refined and improved over the years, this advanced prime 
mover has been produced in quantity by Electro-Motive 
enough, in fact, for a total generating capacity of more tha 
24,000,000 kw. Above all, this engine has proved its dependa 
bility, operating for thousands of hours under every conceivable 
condition with only the most routine type of servicing. 


It is this wealth of tested and proven experience that is 
your best assurance when you install Electro-Mobile equipment 
Why not discuss its potential for low load factor generation with 
your Electro-Motive representative? 


1000 kw units for use on sidings or placed 500 kw units offer excellent mobility for 
on piers for semi-permanent use. many temporary applications. 


LIVE BETTER 
ferpice™ 
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ELECTRO-MOTIVE DIVISIO 
GENERAL MOTORS 


LA GRANGE, ILLINOIS 


Sales offices in Chicago, New York, St. Louis, San Francisco 
in Canada: General Motors Diesel Limited, London, Ontario ~ 








The P.U.R. Guide 


® A new and different approach to the educational needs of utility employees — ca! 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptiv: 
the GUIDE is referred to as “a journey of understanding.” It takes the user through 
economics of public utilities and through many other non-technical phases of utility 
eration. It was organized by and is issued under the general supervision of an experien 
staff of specialists. 


> THE P.U.R. GUIDE program is a systematically and consecutively arranged serie 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step sto: 
about the nature of the utility business, its important place in the American economy, 
present conditions under which it is conducted, its day-to-day objectives and responsibi!i 
ties, the existing problems with which it is confronted and other current subjects arisin 
in connection with organization, financing, management, operation and regulation. This p: 
gram adds guidance to experience in the development of the “management team.” 











Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 

















Certificate of meritorious completion 











Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 
Enrollments on company order only 


Next group—April 1, 1958. 


Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in I am sure the total series of 52 will prove of inesti- 
years. ae mable value to the utility industry. 
Division Manager Vice President & General Manager 


We all feel that this is a program that is needed in 


the public utility industry. I would like to have received it twenty years ago. 


Vice President Division WV anager 


I know of no better source for obtaining information We feel that THE P.U.R. GUIDE training program 
it contains. ie bel il ined 
Disesdet Meneses is being well received. we: 7 
. Training Coordinator 
I am sure that this new publication will prove of 
great value in the training of our younger personnel. 
President 
All of the men are interested and believe the studies We are pleased we have had an opportunity ‘o offer 
to be quite worthwhile to them. the course to our management people. 
Division Manager Employee Relations Depa:tment 


I find the material very interesting and instructive. 
Division I anager 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building * Washington 4, 9. ©. 
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|wish ve had more time 
and pe sonnel to prepare 
fo: this rate case! 







Your staff is overloaded now. 
Call in the specialists and 

ively, let them carry the peak load. : 
e HOW ABOUT PIONEER? f 
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Design and Consulting 
Engineering Services 
Pioneer has specialized in 
designing power plants for 
56 years. It offers design 
service for fossil fuel, hydro 
and atomic plants. It will also 
assist in forecasting load 
growth, in site selection, in 
purchasing and expediting 
of equipment and in su- 
pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 

and design. 


Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis, cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 


Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
counting and tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


NEW! 


New Horizons 


operation. 
os 
ey 


Pioneer Service 


& Engineering Co. 


231 South La Salle Street 
Chicago 4, Illinois 

















On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 


Power.”’ Describes, 
illustrates Pioneer's 
engineering services, 
and corporate serv- 
ices, from financing to 
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123 x 81= 9963...problem and proof in his hands at once. 


In moments of decision — when an instantaneous and 
accurate answer is needed — you can count on The 
REMINGTON RAND Calculator That Prints. For all your 
daily calculations its versatility and ease of operation 
are unparalleled. 

Every step of every problem is proved and printed 
on easy-to-read SIMPLA-TAPE...no double-check reruns 
necessary. Automatic multiplication and division, 


lightning-fast addition and subtraction with aut matic 
Credit Balance. 

Did you know you can buy a “99” Calc: lator 
for less than $6.50 a week? Call your local Rem «gton 
Rand Office or write for folder C1096, Room 125:, 315 
Fourth Avenue, New York 10, New York. 


Remington. Fland 


DIVISION OF SPERRY RAND CORPORATIO! 





if its cable you need... 


—Kerite’s the answer. For Kerite’s wide range of cable types 
combines the latest techniques, materials and engineering 
with an insulation that is unsurpassed in its proven ability to serve reliably 
for years under the trying conditions of actual operation. Leading engineers 
will confirm this. We, too, would be pleased to tell you more. 


lemnanadl 
7 
pond 


matic — 
i Our headquarters office is at 30 Church St., New York 7, N. Y. 
Branches are in Ardmore, Pa., Boston, Cleveland, Chicago, 


ulator 
lat Houston, San Francisco, Glendale, Cal. 
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KERITE CABLE ‘ 
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COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D. C. Houston, Tex 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC 


The Commonwealth Professional Engineering Orgcnization 
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Whether in general operations, financing, enging 
ing or other business matters, the consulting ¢ 
advisory services of Commonwealth can be of m 
rial assistance. 

These services are integrated with the pl 
and policies of client management in accompli 
ing the desired objectives. Commonwealth exp 
ence is built on work covering many states 
companies, in operations varying from a few 4 
ployees to thousands, and in projects ‘rom af 
dollars to many millions. 

Commonwealth is an independent 
built on a business record of 50 year: 
owned by officers and employees. 

Let our booklet tell you more. 


FINANCIAL 
RATES 
INSURANCE 
PURCHASING 
GAS OPERATIONS 
CORPORATE 
PENSIONS AND WE 
BUSINESS DEVELOP : 
INDUSTRIAL RELAT: ¢ 
PUBLIC RELATIONS 
STOCK TRANSFER 
PROXY SOLICITATIC 5 
GENERAL CONSULT. 
FNGINEERING— 
CONSULTING AN{ ESIGN 
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FEBRUARY - MARCH 





hursday—27 


Pennsylvania Electric As- 

sociaiion, Electrical Equip- 

ment Committee, begins 

winter meeting, Pittsburgh, 
Pa. 


Friday—28 


American Petroleum Insti- 

tute, Southern District, 

ends 3-day meeting, Hous- 
ton, Tex. 


MARCH 


Saturday—1 


Interstate Power Club will 

hold meeting, New York, 

N. Y. Mar. 17. Advance 
notice. 


Sunday—2 


Southern Safety Confer- 
ence, Inc., begins exposi- 
tion, Memphis, Tenn. 





Monday—3 


Texas Telephone Associa- 
tion begins annual conven- 
tion, Dallas, Tex. 


Tuesday—4 


Kentucky Telephone Asso- 
ciation begins annual con- 
vention, Lexington, Ky. 





Wednesday—5 


National Association of 
Corrosion Engineers will 
hold meeting, San Fran- 
cisco, Cal. Mar. 17-21. 
Advance notice. 


© 


Thursday—6 


Pacific Coast Electrical As- 
sociation, Business Devel- 
opment Section, begins 
meeting, Los Angeles, Cal. 








Friday—7 


New | ugland Gas Associa- 
tion >!) hold annual meet- 
ing, oston, Mass. Mar. 


20, '. Advance notice. 


Saturday—8 


Mid-West Gas Association 

will hold meeting, Colo- 

rado Springs, Colo. Mar. 
24-26. Advance notice. 


Sunday—9 


Institute of Radio Engi- 
neers will hold national 
convention, New York, 
N. Y. Mar. 24-27. Advance 


notice. 


Monday—10 


Oklahoma Utilities Asso- 
ciation will hold annual 
convention, Oklahoma City, 
Okla. Mar. 27, 28. Ad- 


vance notice. 





esday—11 


Ame Gas Association 
will ’ general manage- 
meni ction conference, 
Was) jton, D. C. Mar. 
31-4. 2. Advance notice. 





Wednesday—12 


American Water Works 

Association, Kansas Sec- 

tion, begins annual meeting, 
Salina, Kan. 


€ 





Thursday—13 


Public Utilities Advertising 
Association begins meeting, 
Montreal, Quebec, Canada. 





Friday—14 


Gas Appliance Manufac- 
turers Association will hold 
annual meeting, White Sul- 
phur Springs, W. Va. Mar. 
31-Apr. 2. Advance notice. 














North Platte Mirrors Power Giant 


Pacific Power & Light Company’s 100,000-kilowatt Dave Johnston steam-electric 
plant under construction west of Casper, Wyoming. 
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Utilities 
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Electric Co-operatives 


Re-examined 


Recently there appeared in this magazine an article which raised 
the question as to whether the co-operative form of business enter- 
prise was a proper and desirable vehicle for electric utility service. 
This article, by the Honorable David A. Hamil, REA Adminis- 
trator, gives the other side of the picture. Administrator Hamil 
outlines his reasons why he feels the electric co-operative is a 
proper and desirable form for utility-type operations in the rural 


areas. 


By THE HonoraBLE DAVID A. HAMIL* 
ADMINISTRATOR, RURAL ELECTRIFICATION 
ADMINISTRATION 


N my twenty months as Administrator 
of REA I have worked hard at better 
knowing the rural electric co-opera- 

tives and the electric power companies. I 
came to my present office in June, 1956, 
with a background of seventeen years of 
experience as a rancher-member of the co- 
operative which serves one of the two 


*For additional personal note, see “Pages with 
the Editors.” 


Hamil Brothers’ ranches near Atwood, 
Colorado. As a customer and as a state 
legislator I also had considerable contact 
with the electric company in the area. I 
found much to admire in both operations. 
I also found that controversy between 
these two segments of the electrical indus- 
try was measurable by the extent of mu- 
tual misunderstanding of their respective 
achievements and aims. 
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Perhaps the greatest source of misun- 
derstanding is the tendency to generalize 
from one experience, to attribute to the 
whole the faults or the inadequacies of a 
part. A great deal has been done toward 
replacing this approach with a more effec- 
tive case-by-case settlement of differences. 
Industry-wide co-operation in programs 
such as the Inter-Industry Farm Electric 
Utilization Council has also furnished a 
vehicle for better understanding. 


C is my feeling that many of the re- 
sponsible leaders of the electric com- 
panies hold a more adequate and sympa- 
thetic view of the electric co-operatives 
than is evidenced in the Bennett Smith 
article in the September 26, 1957, issue of 
this publication. 

Electric co-operatives have proven 
themselves an effective vehicle for supply- 
ing electric service in rural areas. They are 
an important and productive segment of 
the American free enterprise system. To- 
gether with the electric companies and the 
publicly owned electric utilities they have 
in the span of two decades brought the 
percentage of electrified farms up from 
10.9 per cent to 95 per cent, and are fur- 
nishing dependable, adequate power sup- 
ply to over 4 million farms, homes, and 
other rural establishments. Many of them 
serve areas of our country which are the 
least favorably located in terms of density 
and economic opportunity. These offered 
little if anything in the way of profit to the 
electric companies. The unfulfilled need 
for electric service brought the co-opera- 
tives into being as a suitable means of sat- 
isfying that need. 

1“The Co-op as a Vehicle for Power Service,” 
by Bennett L. Smith. Pusrtc Utmirres Forr- 


NIGHTLY, Volume 60, No. 7, September 26, 1957, 
p. 442. 
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The Co-operative Structure 


AS Bennett Smith points out, there are 
structural differences between the co- 
operative and profit corporation forms of 
business enterprise. These differences can- 
not be generalized. The details of co-op- 
erative organization and operation vary 
from state to state. In some states, the co- 
operative is organized on a stock basis un- 
der the very same act used by a power 
company ; in others as membership associa- 
tions. Sometimes there is a choice avail- 
able to the incorporators. The actual se- 
lection does not normally vary the form 
or organization. The co-operative princi- 
ple of one member, one vote, is uniformly 
followed. The enabling acts vary as to lim- 
itations on service. Under some statutes 
service may be limited to members or toa 
stated percentage of nonmembers. Some 
limit service to rural areas which are de- 
fined. Others provide no limitations. In 
making loans for electric service REA re- 
quires compliance with applicable state 
laws. Beyond that the organizational struc- 
ture of the REA borrower is left where it 
belongs—with the consumer-owners. 

No substantial disadvantage or handi- 
cap has been experienced by the rural elec- 
tric system which can be attributed to or- 
ganization as a co-operative. In a few 
states provisions of the co-operative statute 
have been judicially interpreted in such a 
manner as to require operational adjust- 
ment. Sometimes it is found necessary to 
seek legislative revision of these provi- 
sions. 

Mr. Smith suggests that the co-op- 
erative method and public utility service 
are contradictory. Yet it is a fact that in 
half of the states wherein they operate 
electric co-operatives are either completely 
or partially treated as public utilities. 
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D™ the co-operative form of organi- 
zation make for irresponsibility of 
management? No one who has come in 
close contact with the rural electric sys- 
tems would answer this in the affirmative. 
In the country over, hardly a week passes 
without rejection of this thesis in the form 
of well-attended annual meetings of the 
member-stockholders of several electric 
co-operatives. Millions of rural people 
come together annually, and more often as 
the occasion arises, to discharge their du- 
ties and exercise their prerogatives as own- 
ers of the electric utilities which serve 
them. 

Participation by the corporate owners 
of these enterprises far exceeds that of 
the owners of any comparable venture. 
The owners select from among themselves 
director-trustees who meet monthly or 
more often to consider and lay down man- 
agement policy and to oversee their carry- 
ing out by carefully selected, paid mana- 
gerial personnel. Yes, there is “fragmen- 
tation of duty,” but this is a source of 
strength rather than weakness for the co- 
operative organization. No amount of 
supervision furnished by a government 
agency can substitute for the widespread 
grass-roots participation and support 
which are the rule and not the exception in 
the electric co-operative systems. Neither 


q 


e 


the passage of time nor the complete re- 
payment of government loans, which has 
occurred in several places, has brought the 
forces of irresponsibility into play. 


Rates, Margins, and Refunds 


HERE are fundamental differences be- 

tween co-operatives and electric com- 
panies. Their corporate objectives are not 
alike. The former exists as a means of 
bringing electric service to its consumer- 
owner at cost. The latter must and should 
operate so as to earn a return on the in- 
vestment of its stockholders who may or 
may not be users of its service. The dif- 
ference in short is between profit and non- 
profit operation. 

A co-operative fixes its rates to its con- 
sumers at levels which are estimated to be 
adequate to meet the cost of its service and 
the return to the government of the funds 
loaned to make this service possible. The 
latter requirement entails, of course, the 
charging of rates at a level higher than 
the bare costs of operating the enterprise. 

Consumer capital must be brought in to 
replace capital borrowed from the govern- 
ment which is repayable within terms of 
the loan. In the accrual accounting system 
employed by the co-operative, conform- 
ing closely to the Federal Power Commis- 
sion system, such capital appears on the 


“ELECTRIC co-operatives have proven themselves an effective 
vehicle for supplying electric service in rural areas. They are 
an important and productive segment of the American free en- 


terprise system. Together with the electric companies and the 
publicly owned electric utilities they have in the span of two 
decades brought the percentage of electrified farms up from 
10.9 per cent to 95 per cent, and are furnishing dependable, 
adequate power supply to over 4 million farms, homes, and 


other rural establishments.” 


291 
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books as net margins unless and until it 
is assigned to the patrons as patronage cap- 
ital. Roughly two-thirds of the electric co- 
operatives have taken formal action to- 
ward recognizing and recording net mar- 
gins as patronage capital. Without excep- 
tion, the enabling laws under which co- 
operatives are organized, their articles of 
incorporation or their bylaws, give due 
recognition to their patrons’ right to share 
in the distribution of net margins when- 
ever it occurs. Such participation is ex- 
tended to members and nonmember pa- 
trons alike. In a few instances, cash re- 
funds have been paid, returning the ex- 
cess of charges in earlier years over costs 
of operation in those years. 


9c qm—mean of the method employed, 
the consumers served by electric co- 
operatives are the owners of the enter- 


prise. The net worth of the co-operative 
reflects their investment whether it be in 
the form of membership fees or earned 
net margins and however the latter are re- 
flected on the books. 

Production and marketing co-opera- 
tives, as well as consumer co-operatives, 
furnish different kinds and types of serv- 
ices and commodities to different patrons. 
The prices charged reflect as closely as 
possible the cost of the service or product. 
Electric co-operatives similarly charge dif- 
ferent rates for different types of service 
through rate schedules formulated in ac- 
cordance with recognized and accepted 
rate-making techniques and standards. In 
fourteen states regulatory bodies exercise 
supervision over co-operative rates. But 
whether regulated or not the electric co- 
operative practices no discrimination be- 
tween patrons receiving the same classifi- 
cation of service. It can and does impose 
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demand charges where the nature of the 
service requires and offers incentive rates 
to encourage off-peak use. And it does 
these things entirely in line with co-opera- 
tive principle. There is no “co-operative 
gospel of one price per member.” Co-op- 
erative principle requires the same price 
per patron for the same class or kind of 
service or product. Electric co-operatives 
practice this principle and it works out 
fairly to all. 


_ differences in capital contributions 
made by patrons receiving various 
classes of service can be and often are re- 
flected in the patronage capital credited to 
the individual patron. There is sufficient 
flexibility in plans which have been placed 
in operation to eliminate the possibility 
that a user furnished energy at a rate only 
slightly over cost will be credited with pa- 
tronage capital or given a patronage re- 
fund in an amount sufficient to reduce the 
charge for service below cost to the sup- 
plier. 

Termination of membership does not, 
as Mr. Smith puts it, end “patronage for 
both the member and the co-operative” nor 
is membership uniformly nontransferable. 
Patrons’ rights are determined by the 
laws under which co-operatives are or- 
ganized, their articles, and their bylaws. 
Where patronage capital has been record- 
ed and assigned on the co-operative books 
of record, neither resignation, expulsion, 
nor death will operate to extinguish rights 
in capital so credited whether it be to a 
member or nonmember patron. Normally, 
patrons who discontinue service or the 
heirs of deceased patrons are not immedi- 
ately entitled to the return of patronage 
capital and must await a general retire 
ment of capital furnished during a given 
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ELECTRIC CO-OPERATIVES RE-EXAMINED 








REA’s Continuing Responsibility 


“y= 95 per cent of our farms electrified, there are some who say 

that the electrification job for which REA was established is done. 
Loans should taper off and co-operative expansion cease, they say. This ts 
no more true of the electric co-operative systems than it ts of the electric 
company systems. Each has a continuing responsibility to meet all demands 
for service and to render dependable service in its areas. Consumption of 
electricity in rural areas continues to grow beyond the most optimistic esti- 

mates of the mid-thirties when REA was established.” 





period. However, the director-trustees 
may, where the statutes, articles, or by- 
laws permit, adopt a policy of returning 
such capital upon decease of a patron. 


hen where patronage capital is not re- 

corded and credited, termination of 
membership does not always foreclose par- 
ticipation in the disposition of assets re- 
maining upon dissolution after payment 
of debts and other liabilities. Statutory re- 
quirements vary. In some states all mem- 
bers and former members participate in 
proportion to their patronage at any time. 
In others sharing is based on patronage 
during the seven years preceding dissolu- 
tion. And some state laws limit participa- 





iton to members at the time of dissolution. 
The very nature of the electric co-opera- 
tive enterprise minimizes the importance 
of participation in assets remaining on dis- 
solution. What is important is recognition 
of patronage capital furnished by all pa- 
trons, whether members or not, as an in- 
cident to the periodic payment for service 
rendered. As with the passage of time net 
worth of the systems is being built, more 
and more of them are taking appropriate 
steps to record and credit such capital con- 
tributions. 


Tax Treatment of Co-operatives 


ada co-operatives, like the electric 
companies, pay those taxes which are 


FEBRUARY 27, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


imposed upon them by state and federal 
laws. 

Exemption from federal income taxes 
is available to those electric co-operative 
systems qualifying under provisions of the 
Internal Revenue Code which were placed 
on the statute books before REA was 
established and which are applicable to or- 
ganizations of varying kinds and purposes. 
There is no specific statutory exemption 
for electric co-operatives as such. To quali- 
fy, documentary evidence must be fur- 
nished to the Internal Revenue Service 
that the applicant is in fact organized and 
operating on a nonprofit basis. The pay- 
ment or provision for payment of divi- 
dends disqualifies a co-operative. 


W: have already seen that net margins 

occur in electric co-operative opera- 
tions due to the need for funds with which 
to amortize long-term debt to the govern- 
ment. Where the revenues creating these 
margins represent, pursuant to the co-op- 
erative statutes, articles, bylaws, or con- 
tracts, moneys furnished to the co-opera- 
tive by patrons for capital purposes, they 
do not constitute gain, earnings, or profits. 
This is true also for commercial corpora- 
tions operated for profit. These concerns 
commonly raise a substantial part of their 
capital by the sale of their securities to in- 
vestors who may or may not patronize 
them. An electric co-operative is initially 
capitalized by subscriptions in nominal 
amounts to its membership or stock. Most 
of its capital is represented by long-term 
government loans. These loans are by their 
terms repayable with interest. The co-op- 
erative must obtain from its patrons the 
funds needed not only for its operating 
costs and expenses but also sufficient cash 
to meet its periodic payments on its long- 
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term debt. Where these latter amounts are 
recognized and recorded as patronage cap- 
ital replacing government capital, they are 
distinguishable from earnings which would 
otherwise be taxable. They are not taxable 
corporate income and would not be such 
even if the statutory exemption were 
erased from the books. 


NX VALOREM taxes are levied by the state 
or its political subdivisions against 
the property of electric co-operatives in 
most states. In Montana, Ohio, and Utah 
the legislatures have specially classified 
such property for assessment purposes. In 
Mississippi and North Carolina it is 
exempt from taxation. In South Carolina 
all rural electric property, regardless of 
ownership, is exempt. And in Georgia and 
Louisiana exemption for a stated period 
of years has been legislated for electric co- 
operative property. Seven states provide 
for payments in lieu of property taxes 
based either on gross receipts or number 
of members. In most of these states real 
estate belonging to the co-operatives is ful- 
ly taxable. In the remaining states electric 
co-operatives pay property taxes under the 
same statutes and procedures as are ap- 
plicable to the commercial companies. 
Where special tax treatment for electric 
co-operative property is found it repre- 
sents legislative recognition of the non- 
profit nature of the operation and applica- 
tion of the principle of adjusting taxation 
to ability to pay. It may be noted that com- 
mercial utility property is given special 
tax treatment, in which the co-operatives 
sometimes share, in some jurisdictions. 
It is claimed by Mr. Smith that the vice 
of special tax treatment is that the co 
operative consumer substantially avoids or 
escapes the burden of taxes as a price ad- 
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ditive while the commercial company’s cus- What happens to the net profit of the 
tomer pays a rate which includes such commercial companies and to the net mar- 
taxes. Let us look at the average revenue gins of the co-operatives? The table on 
or charge per kilowatt-hour sold. (See page 296 shows the disposition, in terms of 
table below. ) percentage of operating revenues, of the 
So long as the co-operatives’ average commercial companies’ net income. 
revenue or charge per kilowatt-hour stays During the period reflected in the table 
above that of the commercial companies on page 296, an average of about three- 
it is extremely unlikely that “more and quarters of the companies’ net was appro- 
more persons will escape taxes by becom- priated to dividends, one of the best re- 
ing members of co-operatives.” Mr. garded “things of corporate existence.” 
Smith’s fears are groundless. During each of these same years pay- 
ments on long-term debt by the electric co- 
w= of the effect of special tax treat- operatives exceeded net margins. These 
ment upon the net margins of the went to buy corporate existence itself. 
co-operatives? Is their relationship to 
gross revenues higher than in the case of The Government’s Role 
the commercial companies because of their 


: " : : . each borrower is an entirely in- 
tax situation? Again let us examine the y 


dependent corporate body, locally owned 

record : " . 
and controlled, subject to applicable 
Net Margin or Income: Percentage state laws and responsible for the man- 

Of Operating Revenues bs i : . 
274 Class A and REA agement of its own affairs, including 
B Utilities (1) Borrowers (2) proper and successful construction and 
He operation of its system and repayment 
10.8 of the REA loan. 

is ... the underlying objective shall be 


Source, (1) _ Federal Power Commission, i i 
Statistics of Electric Utilities in the United States— salhananie - far and we " fast as is feasible 
1955—Privately Orwned, Table 5. (2) REA, An- toward a situation in which every bor- 


nual Statistical Report—1955, Table VIII. rower possesses the internal strength 


In this respect it is evident that tax and soundness to guarantee its perma- 
treatment gives the electric co-operatives nent success as an independent local en- 
no financial advantage. terprise. 


e 


AVERAGE REVENUE PER KILOWATT-HOUR 


Residential or Domestic Sales Commercial and Industrial Sales 
274 Class Aand REA Distribution 274 Class A and REA 
B Utilities (1) Borrowers (2) B Utilities (1) Borrowers (2) 
$1.52 
1.52 
1.54 
1.46 


Source, (1) Federal Power Commission, Statistics of Electric Utilities in the United States— 
1955—Privately Owned, ‘Table 9. (2) REA, Annual Statistical Report, 1952-55. 
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\ owe foregoing are excerpts from the 

statement of basic policy governing 
REA’s relationship with its borrowers. 
Great strides have been made toward 
achieving the stated objective. Success in 
this direction can be measured only in 
terms of individual co-operatives. The An- 
nual Statistical Report published by REA 
furnishes. the interested public with the 
facts needed to appraise the financial con- 
dition of each rural electric system fi- 
nanced by REA. These reports also por- 
tray the steady growth of the systems in 
terms of physical plant and of service to 
rural people. 

There is no evidence of diminishing in- 
terest or responsibility in the owners and 
managers. They are accepting and dis- 
charging their obligations to themselves, 
their neighbors, and their banker, REA. 
The 1956 Annual Statistical Report shows 
a constantly diminishing number of bor- 
rowers with deficits in net margins. As of 
October 31, 1957, delinquencies of more 
than thirty days totaled less than $100,000 
in principal and interest—0.004 per cent 
of the balance of principal and interest 
outstanding on electrification loans. REA 
practice is to concentrate its assistance to 
those borrowers whose operations indicate 
need therefor. As to the others, REA’s 
interest and activities are primarily de- 
voted to conservation of the government’s 
security interest. 


Net income—per cent of operating revenues 


"opment the electric co-operatives as 

government power and state Social- 
ism is evidence of misunderstanding. That 
they are neither is fairly universally un- 
derstood. The electric companies have 
their place, a very important one, in the 
utility community as do the nonprofit co- 
operative utilities, the municipal utilities, 
and the government power agencies. All 
segments of the electric utility industry 
use and profit from public power. All of 
them receive other government assistance 
and service. It would be ridiculous to label 
as state Socialism an electric company en- 
joying the benefits of accelerated depreci- 
ation certificates. It is just as absurd so to 
label an electric co-operative because it 
borrows capital from the government 
which it will repay with interest. 

In recent months there has been con- 
siderable agitation over the 2 per cent rate 
fixed by law for REA loans. There are 
several bills before Congress to increase 
the rate. The interest charged on outstand- 
ing loans cannot be increased. As for fu- 
ture loans, it is REA’s job to administer 
the law as written by the Congress. 


Looking Ahead 


WwW 95 per cent of our farms electri- 

fied, there are some who say that 
the electrification job for which REA was 
established is done. Loans should taper off 
and co-operative expansion cease, they 


1955 
14.9 


1954 
14.9 


Dividend appropriations--per cent of operating reve- 


nues: 
Preferred stock 


Common stock 


18 
9.5 


1.9 
9.5 


Source, Federal Power Commission, Statistics of Electric Utilities in the United States— 


1955—Privately Owned, Table 5. 
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say. This is no more true of the electric 
co-operative systems than it is of the elec- 
tric company systems. Each has a con- 
tinuing responsibility to meet all demands 
for service and to render dependable serv- 
ice in its areas. 

Consumption of electricity in rural areas 
continues to grow beyond the most op- 
timistic estimates of the mid-thirties when 
REA was established. The rural scene it- 
self is changing, with clusters of nonfarm 
establishments taking over where once a 
single farm stood. Industry and commerce 
are bulging out of city limits and city 
limits are expanding everywhere. We are 
witnessing dynamic changes in our pop- 
ulation and its needs for electric and all 
kinds of service. When these changes oc- 
cur in the service areas of co-operatives 
they must equip themselves to meet the 
greater demands upon them. This means 
more and heavier facilities, new and ex- 
panded power sources. 

I have said, and I repeat, that projecting 
the recent rate of growth and develop- 


ment of the rural electric systems, it is 
not unreasonable to forecast an annual 
need of a billion dollars new capital with- 
in the next generation. Whether these vast 
sums will continue to be furnished by the 
Congress through REA, as they have been 
in the past, cannot be foretold. REA bor- 
rowers have been urged to examine alter- 
natives which are consistent with the dis- 
charge of their responsibilities. I have 
every confidence that they will find the 
right answer and that they will go on 
meeting all service demands as in the past. 


W: have reached a condition of better 

understanding between the co-opera- 
tive and electric company systems. It has 
taken hard work and sincere willingness 
on both sides to break down some of the 
barriers which were erected by lack of mu- 
tual understanding and co-operation. To 
do the job facing all of us in these chang- 
ing times, we must all work hard at im- 
proving our understanding, tolerance, and 
co-operation. 





Ge 


CCEPTANCE of the popular belicf that the day for cheap 


nuclear power is almost here—if it has not actually ar- 
rived—and that its arrival will solve many of the world’s economic 


and political ills is dangerous. 


“Such a myth is dangerous in our own domestic undertakings 


and—what is more important—it ts dangerous in our international 
dealings. The United States cannot afford to give her friends a 
false impression of what nuclear power can do or where the nation 
stands in its development. 

“In this field of atomic power one must be extraordinarily care- 
ful to distinguish between what people hope to do and what they 
are doing or have done. 

“The power reactor development business has been plagued with 
estimates for ‘economic’—in quotation marks—nuclear power re- 
actors. No one has ever built such a reactor. No one is building any 
now. We do not today know how to build them—and neither do 
the estimators.” 

—W. KENNETH Davis, 
Director, division of reactor development, 
Atomic Energy Commission. 
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Taconite—A New Symbol 
Of Free Enterprise 


When an older industry fades from its familiar place 
in the landscape, finding a new one to replace it is like 
finding gold in the back yard. The northernmost Cen- 
tral states were put in some such position when the 
richer iron and copper deposits became pretty well 
worked out. Necessity bore fruit again and a method 
of reducing the lower-grade, flinty ores was invented. 
Utilities, sharing in the boom, reflected this renaissance. 


By JOHN P. CALLAHAN* 


HEN you speak of taconite, you 
speak in superlatives. 

Beyond its limited geological 
connotation—one of the hardest rocks in 
the world—taconite is a synonym for 
American ingenuity. 

It is a new symbol of free enterprise, 


encompassing a reaffirmation of investor 
faith in industry, and the application of 
scientific-engineering skills to overcome 
one of nature’s biggest challenges: find- 
ing a substitute for a once “limitless” sup- 
ply of high-grade iron ore to feed the 


*Correspondent, The New York Times; free- 
lance writer on business topics. 
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voracious appetites of the iron and steel 
industry’s blast furnaces. 


| ip tameneeoage the urgency of the chal- 

lenge to a vital, basic industry, the na- 
tion’s main source of supply of high-grade 
iron ore, the Mesabi Range in the Lake Su- 
perior district of Minnesota, is nearing 
depletion ; not imminent, but at a rate that 
has caused concern : more than 100 million 
tons a year and the probability that the 
rate of consumption will increase. During 
the past hundred years the Mesabi Range 
has yielded about three billion tons of the 
ore. 





TACONITE—A NEW SYMBOL OF FREE ENTERPRISE 


Ww™ that picture in mind we turn 
back, briefly, to 1912, the year when 
a 24-year-old mathematics instructor at 
the University of Minnesota was asked 
to perform a virtual miracle in metallurgy 
—extract iron ore from a useless piece of 
rock called “taconite.” After several years 
tne instructor, now Professor Edward W. 
Davis, succeeded. 

But only on a laboratory scale. Com- 
mercial extraction of the iron ore was a 
mechanical impossibility; taconite was 
three times as hard as limestone, twice as 
hard as granite. There was no machinery 
capable of transforming the rock into pel- 
lets for use in blast furnaces. 

Thus was born a challenge that called 
for resources greater than the individual’s, 
Men and machinery, backed by the funds 
of “little” people who had faith in the 
future of American enterprise, combined 
in the same pioneer spirit of earlier gen- 
erations. And now, more than forty years 
later, with multimillions of dollars of re- 
search effort, a new industry has been de- 
veloped. The challenge has been met and 
the nation’s steel mills are assured of an 
abundant supply of the basic raw ma- 
terial for iron and steel for many genera- 
tions, 


Wet happens when a piece of rock 

becomes the symbol of a new indus- 
try, of an era that steel masters call “The 
Taconite Age” ? What “aside” good comes 
of it? 

The first question leads us to an im- 
pressive answer in the verdant north shore 
of Lake Superior where the Reserve Min- 
ing Company has spent $190 million on 
the first processing plant. Forty-seven 
miles to the northwest of the lake the 
company has its big taconite mining op- 


eration in the town of Babbitt. Its iron- 
ore pellets are being produced at the rate 
of 4 million tons a year for shipment 
down the lakes to the blast furnaces of 
Republic Steel Corporation and Armco 
Steel Corporation, joint owners of this 
first taconite operation. 

Erie Mining Company has spent $300 
million on its taconite project at Aurora, 
and the United States Steel Corporation’s 
Oliver mining division is engaged in a $25 
million taconite development in Virginia, 
Minnesota. 

The estimated investment in this great 
new industry within twenty years will be 
$1.5 billion! 

Citing but one instance of the investor 
interest in the taconite industry, a group 
of leading life insurance companies bought 
$148 million of Reserve Mining’s bonds 
to finance the operation. 


Impressive, too, are some of the statis- 
tics relating to the awesome extracting 
and refining processes involved in taconite 
mining operations. Much taconite lies in 
an ore body nine miles long, 2,800 feet 
wide, and 175 feet deep at its thickest 
point, at the eastern end of the fabulous 
100-mile-long Mesabi Range. That ore 
body contains at least 1.5 billion tons of 
taconite that will yield 500 million tons 
of high-grade ore. 


Some estimates place the taconite supply 
in and around the Mesabi Range as 
high as 60 billion tons. More conservative 
calculatives arrive at the figure of 24 bil- 
lion tons. Since it takes about three tons 
of taconite to produce one ton of pellets, 
the lower estimate would indicate about 
eight billion tons of iron-ore reserves in 
the form of taconite. The ranges of Wis- 
consin and Michigan have additional large 
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“THE taconite industry is new. But its formula for growth is 
unchanged since the birth of industry: first, the challenge for a 
better way, an improved method; then the pioneer enthusiasm 
that meets the challenge. It is the American Way, bringing 
good to industry and to the people who benefit from it, either 
as investors or employees. Taconite is an outstanding example 
of how industry is creating enormous new demands for elec- 
tric power. In addition to that, Minnesota Power & Light has 
gained thousands of new residential and commercial customers 
in the satellite towns surrounding the taconite mining and re- 
fining operations. But this is only part of the bigger utility 
story that is unfolding in virtually every section of the country.” 


tonnages of other iron-bearing ores. 

As for some of the other statistics, one 
estimate has it that the investment per 
worker in a typical plant amounts to more 
than $86,000, compared with $12,500 per 
job in all manufacturing. The overall 
taconite operation, from mining to shipped 
pellets, requires three times as many men 
per ton as are required for directly 
shipped, open pit iron ore. 

Pointing up the crush resistance of 
taconite, the equivalent weight of fifteen 
motorcars, bearing down on one square 
inch, is required to crush the rock. Pre- 
liminary to crushing it, the taconite has 
to be blasted out and one crew along a 
rock face spent two days stuffing 127,000 
pounds of explosive powder in cans into 
180 holes. 

At Reserve Mining’s Babbitt terminal, 
47 rail miles from the lake, the 110-car 
trains get their taconite from the largest 
crushers in the world. The crusher is 170 
feet high and it grinds chunks of taconite 
five feet wide to fist size. The 60-inch 
gyratory crusher weighs 1,250,000 pounds 
and it is driven by two 500-horsepower 
motors. Its mouth breaks up the taconite 
at the rate of 3,500 tons an hour. 
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A FEW more statistics and we shall get 
to the second question : What “aside” 
good comes of taconite operations? 

To get one ton of iron-ore pellets, 
three tons of rough taconite must be 
drilled, blasted, mined, transported, 
ground to dust, separated, rolled into balls, 
and baked. 

Five pounds of steel in various forms 
of equipment, including rods and balls, 
are ground to powder for every ton of 
pellets produced. 

Each ton of pellets requires 85 kilo- 
watts of electricity and fifty tons (10,000 
gallons) of water. The typical plant used 
105,000 gallons of water a minute. 

Abrasion-resistant steel teeth on the 
huge shovel dippers must be replaced after 
every eight-hour shift. 


— the impressive array of sta- 

tistics are thousands of persons shar- 
ing the pioneering excitement of a new 
industry. In the Reserve Mining operation 
alone, more than 10,000 employees have 
settled in new cities and towns of Minne- 
sota. Executive and worker are living in 
brand-new communities where not more 
than a decade ago there was vast wilder- 
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ness inhabited by wildlife seldom dis- 
turbed by man. Today, utility lines arch 
the sky, carrying an ever-increasing sup- 
ply of telephone and electric services. New 
highways are paralleling the new railroad 
tracks and carry thousands of men, 
women, and children to offices, expanding 
snopping centers, and schools. 

The Minnesota Power & Light Com- 
pany which operates power plants on three 
of the nation’s great watersheds in the 
state, has had to double the initially pro- 
posed size of the Clay Boswell steam- 
electric station from 65,000 to 130,000 
kilowatts of capacity. 

While the taconite plants generate their 
own electric power supply, Minnesota 
Power & Light has signed an interchange 
agreement with Erie Mining. A similar 
agreement was signed in 1954 with Re 
serve Mining, and the utility company is 
providing power for taconite pilot plants 
of the Oliver division of United States 
Steel. 

In its annuai report for 1956, Minne- 
sota Power & Light showed industrial 
revenues from the iron-ore mining indus- 
try, including taconite operations, of $8,- 
055,659, for 1956. This compares with 
$7,615,218 in the previous year and $5,- 
409,713 in 1952. 


Spey utility’s expansion plans include 
an expenditure of $25 million for the 


enlarged steam-electric generating station 
named after its president, Clay C. Bos- 
well. 

Other expansion requirements, includ- 
ing lines, substations, and related facilities 
to meet the expanding residential and 
commercial demands, will cost $16 mil- 
lion through 1959, 


= taconite industry is new. But its 
formula for growth is unchanged 
since the birth of industry: first, the chal- 
lenge for a better way, an improved 
method ; then the pioneer enthusiasm that 
meets the challenge. It is the American 
Way, bringing good to industry and to the 
people who benefit from it, either as in- 
vestors or employees. 

Taconite is an outstanding example of 
how industry is creating enormous new 
demands for electric power. In addition 
to that, Minnesota Power & Light has 
gained thousands of new residential and 
commercial customers in the satellite 
towns surrounding the taconite mining 
and refining operations. 

But this is only part of the bigger utility 
story that is unfolding in virtually every 
section of the country. 

In the midst of a continuing industrial 
expansion program throughout the na- 
tion, the power and light industry is part 
of, and frequently the leader in, concerted: 
drives to help industry expand. 





6’ I SHE world we live in is one in which nearly all of the pres- 
sures are in the direction of conformity to a mass pattern, 
in cars, in clothes, in food, in music, entertainment, and all other 


aspects of life. 


“Certainly this is not the American ideal. It was to escape from 
these kinds of pressures that many of our forefathers and mothers 


came to this continent. 


“Our great danger in our age is the tyranny of conformity. 


ood 


—NorMman A. M. MAcKENZIE, 
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President, University of 
British Columbia. 
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Plenty of Power—And 
Sputniks, ‘T’oo 


This article suggests that the nation’s power needs 

could be met while at the same time increasing tax 

revenues available for defense spending. The author 

presents figures supporting the idea that the business- 

managed electric power industry — as a tax-paying 

partner—can be of real help in meeting the bill for 
missiles and sputniks. 


By ERNEST R. ABRAMS* 


VER since the Communists shot their 
first sputnik into space in early 
October, numerous suggestions have 

been made by individuals and governmen- 
tal agencies as to methods of providing the 
federal funds necessary to finance the con- 
struction of satellites and intercontinental 
ballistic missiles, and still keep our nation- 
al economy on an even keel. But they all 
agree in the final analysis that if the fed- 
eral debt is not to be greatly expanded, 
if federal taxes are not to be raised to 

*Author of business articles, resident in New 


York, New York. For additional personal note, 
see “Pages with the Editors.” 
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crippling proportions, and if we are to 
avoid deficit spending, nonessential outlays 
of the federal government must be cur- 
tailed sharply. Where to cut federal spend- 
ing in a congressional election year now 
appears foremost in the minds of poli- 
ticians. 

The special study of federal defense 
outlays, sponsored by the Rockefeller 
Brothers Fund, Inc., recommended in- 
creased defense spending in yearly steps 
of $3 billion during the next four fiscal 
years—$3 billion in fiscal 1959, $6 billion 
in fiscal 1960, $9 billion in fiscal 1961, 
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and $12 billion in fiscal 1962—or a total 
of $30 billion in the four fiscal years start- 
ing with July 1, 1958. In his State of the 
Union message, President Eisenhower 
asked Congress for an immediate $1,260,- 
000,000 for missile-age military activities 
and authority to switch another $110 mil- 
lion already on hand to such projects. 


GAIN, in his Budget message, the Presi- 
dent noted that defense spending, 
which amounted to $38.4 billion in fiscal 
1957 and to $38.9 billion in fiscal 1958, 
will rise to $39.8 billion in fiscal 1959. As 
one method of providing the required 
funds, after noting that 407 new water 
resources and power projects had been 
started in the past three fiscal years, he 
recommended that no new water resource 
and power projects be started in fiscal 
1959, but that work be continued on the 
309 projects now under construction by 
the Bureau of Reclamation and the Army 
Engineérs. 

As might be expected, an immediate 
howl was raised by many members of 
Congress with pet schemes for the ex- 
penditure of vast federal sums in their 
own districts on water and power projects, 
no matter whether or not the nation was 
protected. Yet, it would appear that, with 
private enterprise wholly capable of meet- 
ing every conceivable demand for electric 
energy over the foreseeable future, expan- 
sion of electric facilities in this time of 
crisis should be left to the investor-owned 
electric utilities. 


6 Bax Hoover Commission’s Task Force 
on Water Resources and Power made 
this observation: “It is in the field of 
hydroelectric development, perhaps more 
than any other type of water resource 


work, that... the federal government has 
invaded a domain that should be served 
by nonfederal enterprises.” Between 1824, 
when direct federal activity in water re- 
source development began, and June 30, 
1954, the Task Force found the federal 
Treasury had disbursed $14.3 billion on 
water resource and power projects, of 
which $11.6 billion was capital outlay and 
the balance went for planning, operating, 
and maintenance. 

Of this total, approximately $8.9 bil- 
lion was spent by the Army Engineers, 
$3.1 billion by the Reclamation Bureau, 
and $1.6 billion by the Tennessee Valley 
Authority, just to mention the big out- 
lays. Moreover, by June 30, 1953, the 
Task Force found that the federal govern- 
ment had constructed or purchased 68 
hydroelectric and 12 steam-electric gen- 
erating plants with an installed capacity 
of 10,496,000 kilowatts, while 31 addi- 
tional hydro and four steam plants with 
a capacity of 9,761,000 kilowatts were 
under construction. 

More important, $3,873,500,000, or 
almost 27 per cent of the $14.3 billion 
total, had been allocated to electric power 
production, transmission, and distribution 
facilities. As of June 30, 1955, federal 
water resource and power projects already 
authorized called for a further federal out- 
lay of $18.5 billion and, according to esti- 
mates of the Army Engineers and calcula- 
tions of the Task Force, could run as high 
as $70 billion. 


a 1933, the installed generating capacity 

of federal power projects amounted to 
less than one per cent of the total capacity 
of the country available for the public 
supply but, by 1953, the federal govern- 
ment had become the largest single pro- 
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ducer of electric energy in the United 
States with 12.4 per cent of total capacity 
and an output of 13.1 per cent of the 
nation’s electric supply. Moreover, fed- 
eral power projects under construction 
and authorized in 1953 could double fed- 
eral generating capacity by 1960 and triple 
it eventually to reach the vast total of 
34,753,000 kilowatts. 

This federal invasion of the field of 
electric generation and sale might be justi- 
fied to some extent, if federal power proj- 
ects paid their own way and did not have 
to be subsidized by the taxpayers, many 
of whom are in no way directly benefited. 
According to the findings of the Task 
Force, seven of the major federal power 
projects showed a combined deficit, after 
providing for all operating expenses, com- 
puted federal, state, and local taxes, and 
interest at 3 per cent, of more than $75.6 
million in the 1953 fiscal year, and aggre- 


gate deficits to the end of fiscal 1953 of 


e 


nearly $331.6 million. Of the total deficit, 
the Columbia river basin projects account- 
ed for 29.1 per cent, Hoover dam for 
30.5 per cent, and TVA for 30 per cent, 
but these proportions are thrown out of 
line because the Central Valley project in 
California, amazingly, reported an actual 
surplus in earnings, as previously defined, 
of nearly $8.6 million. 


Pye perenneg TVA alone, 77 per cent 

of whose power facilities had been 
financed at June 30, 1956, through federal 
appropriations and 23 per cent through 
expenditure of power revenues, Edison 
Electric Institute found in its July, 1957, 
study that if TVA had paid interest on the 
federal funds invested in its power facili- 
ties at the same rate paid by the class A 
and B electric utilities on the private funds 
they engaged through the sale of securi- 
ties, and if TVA had paid federal, state, 
and local taxes at the same rates paid by 


TABLE I 


EXPENDITURES FOR FEDERALLY OWNED PROJECTS WITH 


POWER 


INSTALLATIONS TO JUNE 30, 1955, AND BURDENS TO STATES 
BASED ON THEIR FEDERAL TAXES 


State 
Connecticut . 


Louisiana 
Maine 


RIRMEE RS CCG CP nce cals ne bueisid ace ule S 


New Hampshire 
New Jersey 
New York 
Ohio 
Pennsylvania 
Rhode Island 
Vermont 

West Virginia 
Wisconsin 


Total—18 States 
Total—48 States 
Proportion of 18 States 
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1950 
Population 
2,007,280 
318,085 
8,712,176 
3,934,224 
1,905,299 
2,683,516 
913,774 
2,343,001 
4,690,514 
533,242 
4,835,329 
14,830,192 
7,946,627 
10,498,012 
791,896 
377,747 
2,005,552 
3,434,575 


72,761,041 
150,697,361 
48.28% 


State’s Share of 
1955 Federal Taxes 
$ 131,041,000 
36,245,000 
529,043,000 


18,820,000 
258,597,000 
1,042,055,000 
436,338,000 
496,282,000 
36,245,000 
10,455,000 
46,004,000 
139,405,000 
,897,771,000 
979,260,000 
55.92% 
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the investor-owned power companies (ig- 
noring the $239.4 million in back taxes it 
failed to pay), its rates would have had 
to be increased by $91 million during fiscal 
1956 to cover all operating costs, taxes, 
and capital hire before it could break even. 
And this would have left nothing in re- 
serve earnings or surplus to provide for 
future contingencies or contributions to 
expansion. 

Nor is TVA the only sizable federal 
power project failing to pay its own way. 
According to the audit report of the Bu- 
reau of the Budget for the 1956 fiscal 
year, the Missouri river basin project, 
with total operating revenues for the year 
of $15,012,356, reported a loss before 
federal taxes and interest of $4,936,166. 
Similarly, the Southeastern Power Ad- 
ministration had a like loss of $3,040,343, 
while the Southwestern Power Adminis- 
tration ran in the red by $6,629,351. 

One of the insidious practices of fed- 
eral power promotion is the dishonest 
tactic used in securing the first congres- 
sional approval of practically all con- 
templated projects. Instead of presenting 
a true picture to Congress and asking for 
the full amount of federal funds required 
for their completion, some relatively small 
amount is requested and once the “invest- 
ment of the people” has been made, re- 
peated appropriations are demanded to 
prevent the loss of that investment. 


I’ a study completed in July, 1956, Edi- 

son Electric Institute listed 13 projects 
with power features being built or com- 
pleted by the Army Engineers and the Bu- 
reau of Reclamation, citing the first and 
latest estimates of federal funds required. 
Where the first cost of the 13 projects 
totaled $471.6 million, the latest available 


estimate of cost was $1,317,700,000, a 
jump of $846.1 million or 179.4 per cent. 
And of the latest cost estimate, $679.1 
million or 51.5 per cent was allocated to 
power. Likewise, in the comprehensive re- 
port of the Reclamation Bureau on the 
Missouri river basin project (Senate 
Document No. 191, 78th Congress, 2nd 
Session), the estimated cost of the project 
was placed at $1,257,464,000, while the 
Budget Bureau in its audit report states 
the cost to completion would be $5,527,- 
923,000, an increase of $4,270,277,000 or 
339.6 per cent. 


The major reason why public power 
advocates in Congress can get away with 
this procedure is that the larger part of 
the required funds come from federal tax 
collections from 18 states with only 37.6 
per cent of the membership of the Senate 
and 48.5 per cent of the House. Accord- 
ing to the “Allocation of the Tax Burden,” 
by the State Chambers of Commerce, the 
18 states with no federally owned power 
projects paid $3,897,722,000 in their 1956 
federal tax bills to help build federal pow- 
er projects in the remaining 30 states, or 
55.92 per cent of total federal power out- 
lays during the year, although they re- 
ceived no direct benefits from these devel- 
opments and contained only 48.28 per cent 
of the 1950 population of the entire coun- 
try. These data are presented in Table I, 
page 304. 


Sdn collected from these 18 states 

for the federal Treasury have made 
possible the construction of federal power 
projects, and nonpayment of federal taxes 
by federal agencies distributing energy 
from these projects and by preference 
wholesale customers distributing federal- 
ly produced power, have further increased 
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TABLE II 


TAX PAYMENTS OF INVESTOR-OWNED ELECTRIC 
COMPANIES IN MILLIONS OF DOLLARS 


Total 


$ 1,825 
1,761 





the tax burdens of the 18 states and of 
other states with small federal power in- 
vestments. 


HE lenient treatment accorded fed- 

erally produced power in the United 
States and the gift of federal funds for 
the construction of federal power facili- 
ties is in sharp contrast with the financing 
and performance of investor-owned elec- 
tric utilities. During the past ten years, 
purchasers of electric energy in this coun- 
try have paid through their bills rendered 
by investor-owned electric companies close 
to $13 billion that, in turn, has been hand- 
ed over to federal, state, and local tax 
collectors. These 44 million customers of 
tax-paying private power companies, as a 
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Federal State and Local 
$1,100 $ 725 
1,074 687 





result, carry an unjust burden for the 
benefit of customers of tax-free publicly 
owned electric power producers and dis- 
tributors. Furthermore, based on the trend 
of expanding electric use and present rates 
of taxation, customers of investor-owned 
electric utilities will be forced to pay an 
additional $25 billion over the next ten 
years to help defray the cost of all activi- 
ties of government. 


§ Graeme figures spotlight the advantages 
enjoyed by the customers of federal 
and other public power agencies, no part of 
whose electric bills have been increased by 
taxes paid by their serving utilities. Fed- 
eral tax payments by investor-owned elec- 
tric utilities have expanded more than 2.5- 
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fold in the past decade and in 1957 were 
nearly 150 per cent greater than the com- 
bined total of all personal and corporate 
income taxes paid in 1933, the year in 
which the TVA Act was adopted. The 
record of tax collections from investor- 
owned electric utilities in the past ten years 
is shown in Table II, page 306. 


Ww" 1957 operating revenues of the 
investor-owned electric companies 
estimated by EEI at $8,047,000,000, it 
will be seen that 13.67 cents of every 
dollar collected from customers was hand- 
ed over to the federal government alone 
last year. If federally owned and other 
public power systems had made similar 
contributions, the federal Treasury would 
have received another $250 to $275 mil- 
lion and that would have bought quite a 
few sputniks or intercontinental ballistic 
missiles, 

During the 1948-57 decade, the in- 
vestor-owned electric utilities of the coun- 
try spent $25,843,000,000 in the expansion 
of facilities with which to serve the pub- 
lic, and of which $18,618,000,000 was 
obtained either directly through the sale 
of securities either to individual inves- 
tors or through such institutions as life 


7 


and fire insurance companies, pension 
funds, fraternal orders, and similar aggre- 
gations of investment capital. The balance 
of $7,225,000,000 or 28 per cent was 
created internally through depreciation 
reserves, surplus accruals, and other with- 
holdings of revenues, or through short- 
term borrowings from banks. During the 
same years, federal power projects were 
obtaining their expansion or construction 
capital from the federal Treasury, and 
since the federal government has no 
money of its own, that means from fed- 
eral taxpayers. Sales of securities by in- 
vestor-owned electric utilities during the 
past decade are shown in Table III, below. 


i of the major contentions of fed- 
eral power enthusiasts is that in- 
vestor-owned electric utilities are unable 
to engage the private funds necessary to 
finance the huge expansion of electric fa- 
cilities to match the growth potentialities 
of this country and that federal invest- 
ment of funds of the taxpayers in public 
power projects is necessary to insure ade- 
quate power supplies. 

Yet, as noted in Table III and com- 
ments thereon, it develops that investor- 
owned electric companies of the country, 


TABLE III 
INVESTOR-OWNED ELECTRIC UTILITY FINANCING 


IN THOUSANDS OF DOLLAR 


Total 
$ 2,550,000 
1,456,511 
1,496,837 
2,273,112 
2,365,585 
1,754,943 


$18,617,795 
100% 


0 


$ 2,000,000 


$12,490,980 
66.2% 
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S 
Preferred 


$ 100,000 
248,201 


Common 
$ 450,000 
258,310 
358,032 
358,546 
537,056 
436,308 
345,613 
370,597 
519,095 
193,066 


$3,826,623 
21.4% 
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Debt 


166,051 
$2,300,192 
12.4% 
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acting on the basis of their own judgment 
and not under governmental compulsion 
and with no political irons in the fire, have 
been able to obtain from private investors 
and their institutions an average of more 
than $1.8 billion a year of expansion cap- 
ital over the past decade and to generate 


eral power projects to be built or ex- 
panded. 


E we need sputniks and intercontinental 

ballistic missiles and more electric gen- 
erating capacity—and apparently we need 
plenty of all—why not turn over the ex- 


pansion of electric facilities to tax-paying 
private enterprise, where it belongs? Not 
only will our tax bills be lower, but we 
shall receive an honest accounting of the 
way in which our tax money is spent. 


an average of more than $720 million a 
year internally, while, at the same time, 
contributing an average of nearly $1,284,- 
000,000 a year for the support of govern- 
ment and, in part, to enable tax-free fed- 





We Need More Peanuts, Pygmies, and Beaver Dams 


74 ANY people, no doubt, think that the Hell’s Canyon con- 

M troversy has ended. This controversy, it will be remem- 
bered, was over whether the federal government should construct a 
high dam on the Snake river, using the money of all the people for 
the purpose, or whether the job should be accomplished through a 
three-dam project proposed by a self-supporting, local tax-paying 
utility company. 

“After exhaustive hearings, the Federal Power Commission ap- 
proved the three-dam project, pointing out that it would produce 
almost as much power as the federal high dam and at a much lower 
cost. This FPC decision was upheld in the courts, including the 
Supreme Court. A bill to authorize the federal dam died in Con- 
gress. And the first of the three dams is now well along toward 
completion. 

“However, this hasn’t deterred the socialistic element. It is still 
out to take over Hell’s Canyon by hook or crook. And one of its 
weapons is ridicule. 

“A public power association has termed the dam now under con- 
struction—named Brownlee—as ‘peanuts.’ Anda U.S. Senator has 
applied the terms ‘beaver dams’ and ‘pygmy dams’ to the whole 
project. 

“The facts have been briefly set down by the Albany, Oregon, 
Democrat-HeraLp. Brownlee dam will be 395 feet high, 3,120 
feet long, and 1,720 feet through at the base. It will be the second 
highest rock-fill dam in the world and one of the 15 highest in this 
country. It will create a 14.3 million-acre lake with an area of 22.47 
square miles, extending 57% miles upstream. It is a multipurpose 
dam, designed to control floods as well as to produce power, and 
will cost well over $60 million. The cost of the whole three-dam 
project is estimated at $154 million, and it will pay total taxes of 
about $10 million a year. 

“The country could sure use more of these private enterprise 
‘peanuts,’ ‘pygmies, and ‘beaver dams,’ instead of tax-boosting 
political playthings.” 

—EDITORIAL STATEMENT, 
Industrial News Review, 
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Washington and 


the Utilities 


Showdown on Memphis 


pores gas pipeline companies are 
looking forward to the U. S. 
Supreme Court’s forthcoming decision in 
the controversial Memphis case—for ob- 
vious reasons. This is the decision which 
requires pipeline companies to gain con- 
sent of wholesale customers before being 
allowed to file for increased rates under 
contract terms with the Federal Power 
Commission under § 4 of the Natural Gas 
Act. But there is the danger of expecting 
too much from the simple fact that the 
court has decided to review the appeal 
from the Memphis ruling instead of kick- 
ing it out of court once and for all and 
without more ado. 

The court could have taken such per- 
emptory action, and because it did not do 
so, there is a tendency to hope that the 
highest court has already gotten some 
ideas about reversing or modifying the 
lower court—especially in view of the 
promise to render a written opinion. Re- 
versal or modification may indeed be the 
result. But it would be a foolish pipeline 
operator to gamble too much on such an 
assumption. A more cautious reaction 























would be that the court’s consent to re- 
view means that it has been impressed 
with arguments showing the need for an 
immediate clarification of the procedural 
sections of the Natural Gas Act. 

Under the Memphis ruling, the § 4 pro- 
vision for filing rate increases under bond 
has been rendered virtually impractical in 
most cases. And the alternative of using 
§ 5 (a provision obviously designed for 
rate reductions rather than rate increases) 
seems to be equally unsatisfactory, judg- 
ing from the standpoint of effective op- 
eration of the FPC in handling its case 
load. It could be that this procedural 
snafu, rather than the merits of the pipe- 
line company arguments on appeal for 
rate case relief, will receive most of the 
court’s attention. 


_ FPC and the Justice Department, 
in their petitions for review, both 
stressed the point that the Memphis de- 
cision in effect requires the FPC to 
abandon procedures used for nineteen 
years and imposes upon the commission 
regulatory burdens it is not now competent 
to handle. 

Neither party left any doubt that if the 
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Memphis ruling is the proper interpreta- 
tion of the act, corrective legislation will 
be needed immediately to prevent financial 
chaos in the gas industry. The Justice De- 
partment already has asked the court for 
an early date for oral arguments and a 
final ruling by the end of April is not in- 
conceivable. This would leave time at this 
session of Congress for the enactment of 
any legislation that the court’s decision 
might render necessary. But such action 
would have to be taken promptly and with 
unusual dispatch, compared with the 
norial pace of congressional deliberations 
on regulatory amendments. 


Regulatory Commission Probe 


Passe this month the House Subcom- 
mittee on Regulatory Oversight con- 
cluded the first round of hearings on op- 
erations and practices of six federal 


regulatory agencies—plus a special ordeal 
for members of the FCC, notably Chair- 
man Doerfer. On its general investigation 
of regulatory boards, lead-off witnesses 
were the chairmen of the Civil Aero- 


nautics Board, Interstate Commerce 
Commission, Federal Communications 
Commission, Federal Power Commission, 
Federal Trade Commission, and Securi- 
ties and Exchange Commission. This was 
a switch from original plans to conduct 
the probe on an agency-by-agency basis, 
beginning with the FCC. But charges of 
undue industrial influence by regulated in- 
dustries and favors to individual commis- 
sioners were later aired and much friction 
developed within the subcommittee. 

The subject of the first week of hear- 
ings dealt with the degree of independence 
enjoyed by the commission from White 
House and Budget Bureau pressure. All 
six chairmen denied knowing of any 
pressure exerted from this quarter. 
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There were recommendations from these 
agencies about reforming procedures. 
With reference to the FPC, Chairman 
Kuykendall said: “There has been no di- 
rection or coercion from the White House 
on any case before us.” 

However, the FPC chairman did 
recommend several changes in the law de- 
signed to give the FPC more freedom in 
its operations, such as the right to submit 
its own requests for appropriations, in- 
dependent of those requested by the 
Budget Bureau. He also suggested that 
the FPC be permitted to appeal cases to 
the U. S. Supreme Court without obtain- 
ing the approval of the Justice Depart- 
ment. He indicated that several appeals 
have had to be dropped because the Jus- 
tice Department declined to act. 


Bigs sige Kuykendall also made use 
of the inquiry to renew the FPC’s 
support for legislation easing federal con- 
trols over independent producers of 
natural gas. He listed FPC jurisdiction 
over producers as one of the present “‘in- 
adequacies” in the law. He indicated that 
a majority of the commission approved 
the Harris-O’Hara Bill, which would 
specifically bar the FPC from considering 
production costs in determining a “rea- 
sonable” market price for natural gas. 
Kuykendall said Commissioner Connole 
concurs generally in the purposes of the 
bill, but thinks the FPC should be allowed 
to consider cost and revenue requirements 
where necessary. 

Despite a flurry of rumors, there was 
no indication of any firm or effective com- 
promise between supporters and opponents 
of the Harris-O’Hara gas bill to ease fed- 
eral controls over producers of natural 
gas. There had been some gossip that sup- 
porters of the bill might have agreed to 
go easy on Eisenhower appointees to 
regulatory commissions, now under in- 
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vestigation by the special House subcom- 
mittee, in return for Republican votes for 
the bill. Such speculation, however, was 
entirely unrealistic. 

In any event, the subsequent political 
explosion in Texas, over the local Repub- 
lican efforts to raise funds on the strength 
of support for the gas bill, is now regard- 
ed as giving the Harris-O’Hara measure 
the final setback as far as this session is 
concerned. 

There is no reason to believe that the 
House subcommittee will change its tactics 
with respect to future regulatory commis- 
sion witnesses. Furthermore, such a “deal” 
would seem to be working the wrong side 
of the street. There is more opposition to 
the natural gas producer bill, quantitative- 
ly speaking, coming from Democrats, 
rather than from Republicans. There was 
a much better chance for supporters of 
the measure to pick up sufficient votes to 
pass the bill through an agreement with 
Democratic Representatives in Congress 
of coal-producing areas. This was illus- 
trated earlier when Representative Har- 
ris (Democrat, Arkansas) virtually in- 
vited a compromise with coal interests. 


. oe the blowup which resulted in the 
dismissal of subcommittee investi- 
gating counsel, Bernard Schwartz, there 
was some doubt whether the regulatory in- 
vestigation could be put back on the track. 
So much political and internal friction 
was generated over charges involving 
Schwartz and his chairman, who resigned, 
Representative Moulder (Democrat, Mis- 
souri), that further progress of the probe 
is confused. Representative Moulder 
claimed that references to his own teen- 
age daughter being put on his own office 
payroll from 1952 to 1955 while attending 
high school in Missouri was simply an at- 
tempt to “smear” him personally. 
Schwartz got in trouble with some of 


his congressional bosses because of his ex- 
pense vouchers, which he insisted were in 
proper order. Schwartz also irritated com- 
mittee members by leaking a confidential 
memorandum to sections of the press with- 
out authority to release such documents. 
Even prior to the blowup some subcom- 
mittee members objected to the way 
Schwartz was handling the investigation. 
The controversial subcommittee counsel 
bowed out of the picture amid a volley of 
charges that he was being gagged because 
of evidence he had obtained of improper 
influence on regulatory authorities by 
high administration personalities and 
others. Just what there was to such sensa- 
tional claims may never be known, in the 
light of the general disposition on the part 
of the subcommittee to distrust Mr. 
Schwartz, especially for turning over files 
to Senator Morse (Democrat, Oregon). 


x 
The Gore Bill Again 


HE first act ina Democratic drive for 

more federally owned atomic power 
plants was slated to begin when statutory 
hearings on the state of the atomic energy 
industry opened in mid-February. There 
is no sign that AEC Chairman Strauss 
has backed away from his position that 
civilian reactor development should be 
left to private industry. But his critics in 
Congress are expected to make much of 
the AEC’s own semiannual report, recent- 
ly released, in support of their view that 
the federal government should play a 
much more active part in civilian atomic 
development. The Gore Bill, calling for 
$400 million for atomic plant construction, 
was introduced early in this session of 
Congress. 

The AEC’s report admits that par- 
ticipation by private industry in the re- 
actor program has been reduced. “A num- 
ber of reactors now seem unlikely to be 
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built as originally announced,” the report 
stated. It blamed “current economic 
trends” as a major factor in the lagging 
enthusiasm of private industry for the re- 
actor program. However, the AEC in- 
sisted that “the hard core of the atomic 
energy business is already established and 
growth is steady.” Nevertheless, with 
Congress prepared to ignore the Presi- 
dent’s budget recommendations concern- 
ing numerous federal activities, the Gore 
Bill may attract more support than it did 
two years ago. 

Looking at the other side, the U. S. 
holds indisputable leadership over the 
nations of the world in nuclear power de- 
velopment, Elmer L. Lindseth, president 
of Cleveland Electric Illuminating Com- 
pany, declared in a statement early this 
month. “The real strength of our program 
does not lie in the number of electric kilo- 
watts we can produce,” he said. “America 
will stay ahead in atomic power basically 
through intensive research and develop- 
ment. And in this field the independent 
power companies are embarked on an all- 
out program.” As evidence of leadership, 
Mr. Lindseth reported that the total num- 
ber of U. S. reactors for all purposes com- 
pleted, under construction, or in the plan- 
ning stage at the end of 1957 was 237. 


¥ 


Niagara Moves Ahead 


HE Niagara power project was finally 

turned over to the New York State 
Power Authority for an actual start early 
this month. The authority, after much 
argument over construction details, agreed 
to accept the license issued by the FPC. 
Temporary financing of this power plant 
system, which bears the ostensible total 
price tag of $625 million, was obtained 
in the amount of $100 million. Thus, the 
physical start has been delayed, in all but 
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purely preliminary activities, for nearly 
seven years. 

The FPC order required the Power Au- 
thority to construct a “cut and cover” con- 
duit over the entire 4-mile length of the 
waterway between the intake works and 
the hydroelectric project on the Niagara 
river, rather than leave about one-third 
of it as an open canal, as the authority had 
proposed. 

Following the 1950 treaty with Canada, 
a proposal for joint construction by five 
New York utility companies was approved 
by the House of Representatives but 
blocked by the government power bloc in 
a Senate committee when it was obvious 
that the Senate would likewise have voted 
approval at that time. If that bill had be- 
come law, Niagara power would be flow- 
ing through transmission lines in New 
York state today instead of three years 
from now as promised. 

When the private company bill was 
blocked, the government power group 
adopted an apparent attitude of govern- 
ment-power-or-nothing, in an effort to 
dictate power distribution policy to New 
York state. This stalemate continued for 
three years until a combination of a rock 
slide, destroying an existing plant at 
Niagara, and the end of litigation between 
the state and federal government removed 
the last excuse for inaction. Even then, 
bickering with local authorities over con- 
struction tied up the actual beginning of 
construction for months. 


* 


Trinity Dam Hearings 


— federal-company development of 
the Trinity river multipurpose power 
project in California was again urged last 
month in hearings before a House Interior 
Affairs subcommittee. Under the proposed 
“partnership” agreement, which has the 
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backing of the Interior Department, the 
power features of the project would be 
financed by Pacific Gas and Electric Com- 
pany. The proposal has run into opposition 
lately, due partly to political considera- 
tions and partly to a critical report of the 
Comptroller General in connection with 
Central Valley contracts with PG&E. 
Committee Chairman Engle (Democrat, 
California), an avowed opponent of the 
project and a candidate for the California 
senatorial nomination in November, has 
used the report as a basis for complaints 
that PG&E is charging “excessive rates” 
for Central Valley power it develops. 

The PG&E offered to submit to an in- 
vestigation of its rates and to renegotiate 
its proposed contract for Trinity power. 
The company also agreed to have the FPC 
look into rates charged by the company 
for distribution of Central Valley power. 
It was also noted, during the hearings, 
that the contracts alleged to give PG&E 
the “lion’s share” of Central Valley power 
were all approved by the Interior Depart- 
ment under the Truman administration. 

The fate of the administration’s Trin- 
ity river (California) “partnership” proj- 
ect remained uncertain, as these hearings 
continued. It now seems clear, however, 
that political considerations will dictate 
whether the project’s power facilities are 
to be built by the federal government or 
by the Pacific Gas and Electric Company. 
Aligned on the side of federal construc- 
tion are the government power groups, 
Senator Kuchel (Republican, California), 
and California Democratic Congressmen, 
including Representative Engle, chairman 
of the House Interior Committee. 

On the other side is the administration 
and Senator Knowland (Republican, 
California), who will be running for gov- 
ernor of California in November. 


Bills in Congress 


“i Senate has approved S Res 148, 
designed to give Congress a greater 
voice in planning for federal water re- 
sources projects. The resolution asks such 
agencies as the U. S. Bureau of Reclama- 
tion and the Army Corps of Engineers to 
submit more detailed advance plans on 
suggested projects. 

Representative Byrd (Democrat, West 
Virginia) introduced a bill (HR 9816) 
to transfer natural gas from the free list 
to the dutiable import list under the Tariff 
Act of 1930. The measure, apparently 
sought by the coal industry, would impose 
a tax of five cents per thousand cubic feet 
on imported gas. 

States permitting reimbursement to 
utilities for the cost of relocating facilities 
under the Federal-Aid Highway Act could 
use federal funds for only 50 per cent of 
the cost instead of the present 90 per cent. 
This amendment to the act (S 3150) was 
introduced by Senator Case (Republican, 
South Dakota). The amendment applies 
only to those states having reimbursement 
laws. 

Senator Neuberger (Democrat, Ore- 
gon), along with other Pacific Northwest 
Democratic Senators, introduced a bill (S 
3114) to establish a Columbia River De- 
velopment Corporation with authority to 
issue revenue bonds. The corporation 
would take over the functions of the BPA. 
The measure was introduced at the request 
of the Northwest Public Power Associa- 
tion. 

Senator Langer (Republican, North 
Dakota) introduced two bills (S 3073 
and S 3074) to prohibit public utility ad- 
vertising expense to be treated as an op- 
erating expense, and to prohibit deductions 
of such expenses from gross income for 
tax purposes. 
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CWA Seeks Rate-making Role 


a approach to labor-management 
relations in the telephone industry 
has been suggested by Joseph A. Beirne, 
president of the CIO-AFL Communica- 
tions Workers of America. Heart of the 
union’s proposal would be the appointment 
of a board of “eminent Americans” to help 
the union formulate its new wage contract 
demands. Beirne has requested Secretary 
of Labor Mitchell to appoint such a board. 

The union’s 57-member policy commit- 
tee has also decided to concern itself in the 
future with telephone company ates. 
Beirne said the CWA would work with 
rate-making bodies at the state level to 
show what a union wage increase would 
add to company expenses. 

“Tn this way,” Beirne said, “we can pro- 
tect the public interest and protect our own 
interests, while co-operating with the ef- 
forts of management to earn a fair rate of 
return on investment in the business. At 
the same time we can prevent any exces- 
sive claims for rate increases based on pro- 
posed wage rises.” 

The policy committee, at its recent meet- 
ing, was briefed on trends in the public 
utility field by Joseph R. Rose, chairman 
of the public utilities department of the 
University of Pennsylvania’s Wharton 
School of Finance and Commerce. Rose 
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Telephone and 


Telegraph 


declared that “public interest requires that 
a natural monopoly such as a telephone 
company be permitted to be a monopoly, 
but a regulated one,” adding that the tele- 
phone industry “should be permitted a fair 
rate of return.” But Rose said regulatory 
commissions often take for granted mat- 
ters which are not demonstrable by figures 
submitted in rate increase applications. 
One example of this, he said, is “the ac- 
ceptance by commissions at face value of 
statements by telephone companies that the 
unit cost of rendering telephone service 
increases with the number of units in op- 
eration in any given area.” 

Rose said he favored the “appointment” 
of public utility commissioners and said 
that unless the commissions are adequately 
supplied with technical staffs, “telephone 
companies will always out-expert and out- 
opinion” those appearing in opposition to 
their proposals for increases. A union 
spokesman indicated that from now on the 
CWA will take a greater interest in ap- 
pointments and elections to federal and 
state rate-making groups. 


THER speakers at the union’s recent 
four-day bargaining policy commit- 
tee meeting included Leon Keyserling, 
one-time chairman of former President 
Truman’s Economic Advisory Council, 
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and Martin E. Segal, a consultant to labor 
and industry on health, welfare, and pen- 
sion programs. 

Keyserling called the Eisenhower ad- 
ministration’s economic thinking ‘“com- 
pletely outmoded and old-fashioned.” His 
remedy for the current economic recession 
is simply higher wages. “It is the job of 
consumers not only to seek and obtain 
higher real incomes now,” Keyserling 
said, “but to crusade for enlightened pub- 
lic understanding of the fact that only 
through an expanding economy can the 
public at large obtain the benefits and the 
potential good that exist in the American 
system.” 


pi told the union’s committee that 
comprehensive health, welfare, and 
pension benefits are absolutely essential if 
telephone workers are to have “the neces- 
sary protection from the frequently crush- 
ing burdens and bills which come with 


sickness, accidents, hospitalization, old 
age, and death. In ordinary times these 
benefits are essential,” Segal said. “But to- 
day, more than ever before, employees and 
their families must have such protection 
because of the urgent need to maintain the 
health, productivity, and purchasing power 
of the American people. The better life in 
a democratic society must have specific ex- 
pression. 

“The increased security, health, and 
happiness which can come from compre- 
hensive welfare and pension programs 
negotiated in collective bargaining is one 
practical demonstration of the fruits of 
our form of government.” 

The bargaining committee listed in- 
creased wages and longer vacations as the 
primary goals in negotiations with man- 
agement this year. “We will ask first for 
an equitable and substantial general wage 
increase,” Beirne said, “and second for 
added vacation time that will mean an ad- 


ditional 15 or 20 million man-hours when 
spread across the entire communications 
industry. Specifically, we will ask for 
three weeks after ten years of service, and 
four weeks after fifteen years of service.” 
As goals for future negotiations, Beirne 
said the union would seek a company- 
financed health insurance program. 


» 


New England Rate Cases 


Fy increase amounting to $11,873,- 
000 annually was granted late last 
month to the New England Telephone & 
Telegraph Company by the Massachusetts 
Department of Public Utilities. The com- 
pany had asked for an increase of $18.6 
million. The allowed increase will pro- 
duce a net annual income of $5,365,000 to 
the company. The rest will go for federal 
and state taxes. 

The department said the increase will 
add from 13 to 44 cents a month to the 
bills of residential customers and from 38 
to 88 cents a month for some classes of 
service. Increases in costs of operation, 
including a wage increase of $3.8 million 
in 1957, depressed the company’s earn- 
ings below a fair rate of return on invest- 
ment, which the department set at 6.45 per 
cent. 

Vermont’s public service commission 
formally suspended a $1.5 million annual 
rate increase sought by the same company. 
Described as a routine action in a rate case 
of this type, the commission’s action 
meant that the company could not put the 
new schedule of rates into effect as pro- 
posed on February 10th. 

Under Vermont law, the utility may put 
the increase into effect under bond at the 
end of six months if the case is still in 
process. The bond is to guarantee refunds 
to customers in event all or part of the in- 
crease is subsequently denied. 
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Share Owner Interviews 


a Union’s policy of seeking 
personal interviews with its share 
owners has paid off for the company, ac- 
cording to Western Union President Wal- 
ter P. Marshall. Marshall said that the 
company’s practice of calling personally 
on its share owners for at-home chats 
about the company’s progress and future 
prospects attracted as many questions and 
favorable comments in 1957 as the impor- 
tant subject of dividends and earnings. 

Western Union representatives made 
special reports to headquarters on a cross 
section of 2,418 share owners called on 
during the past year. This group of share 
owners offered 3,507 comments, sugges- 
tions, and questions on such topics as 
Western Union as an investment, the an- 
nual report, the interview program, divi- 
dends and earnings, management, finan- 
cial and economic conditions, private wire 
and facsimile service, development and re- 
search, and employee relations. 

Western Union, a pioneer in the field of 
personal calls on share owners, has made 
nearly 50,000 such calls during the past 
eighteen years. During that time, 98 per 
cent of all share owners approved the idea. 
Although the program requires time and 
effort, Marshall said it has built invaluable 
good will for the company. “Our experi- 
ence has shown that when you give share 
owners complete, up-to-date information 
about their company they respond with a 
high degree of interest and co-operation,” 
he said. 


NX the end of 1957 there were 33,541 
Western Union share owners, an in- 
crease of 14,129, or 73 per cent, in the past 
three years. This is believed to be a record 
percentage increase for any major corpo- 


ration in a three-year period. The sharp in- 
crease in share owners was aided by a 4- 
for-1 stock split in 1955, together with 
progressive improvements in revenues and 


dividends. 
& 


Consultant's Role Challenged 


rae BELL TELEPHONE & TELE- 
GRAPH CoMPANY has gone to court to 
challenge the Louisiana Public Service 
Commission’s use of a utility consultant in 
a pending rate case. The company’s suit 
questions the need of the consultant and 
the reasonableness of his fee which, un- 
der Louisiana law, the company must pay. 

The consultant in question was a key 
witness for the state commission about a 
year ago when Southern Bell was ordered 
to refund $3,940,000 to Louisiana phone 
users in a 20 per cent slash of long-dis- 
tance charges. On December 2nd, when 
the commission opened hearings on South- 
ern Bell’s new request for a $7 million 
emergency rate boost, the consultant was 
again brought into rate proceedings. 

Protests from the company were reject- 
ed by the commission last December when 
company attorneys argued that the con- 
sultant had been retained by the commis- 
sion “at what the company understands to 
be an excessive and unreasonable fee.” 
The company contends that, although the 
law requires it to pay the consultant’s fee, 
the company may act to test the reason- 
ableness and legality of the bill submitted 
by the consultant. 

Should the court uphold the company’s 
position, Southern Bell would be excused 
from paying for the consultant’s services 
which, according to the company, amount- 
ed to $100 a day for eighteen days in De- 
cember. 
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Fischer Black’s Annual 


Review and Forecast 
HE recent address of Fischer Black, 
publisher and editor of Electrical 
World, to the New York Society of 
Security Analysts on the outlook for the 
electric utilities may be summarized as 
follows: 

Will the electric utilities continue to 
beat the “‘wage inflation spiral” by con- 
tinued mechanization? In other words, 
can the power and light industry con- 
tinue to offset higher weekly wages by 
increased output per worker as it has been 
doing in the postwar period? He thinks 
managements are resourceful enough to 
find new ways to mechanize and to reduce 
labor-hours per unit of output. For ex- 
ample, this year the industry is adopting 
new methods of testing meters, making 
increased use of computers in office ac- 
counting, adding new construction ma- 
chinery, etc. 
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The danger lies more in the construc- 
tion field, where inflationary wage in- 
creases cannot so easily be offset by 
efficiency. Higher construction costs affect 
capital charges, taxes, depreciation, etc. 
In the past, such higher costs have been 
offset by constantly increasing the size of 
the units, but Mr. Black thinks that this 
can no longer be done effectively. Also, 
there is little to gain in operating economy 
as new units are added. Thus the utilities 
are becoming more vulnerable to rising 
wages in the electrical manufacturing 
industry, resulting in higher costs for gen- 
erators and other facilities. (Incidentally, 
it may be mentioned that a few days 
earlier, President Kennedy of Oklahoma 
Gas & Electric, also in an address to the 
Analysts, reported that his company had 
been able to build a new generating unit 
at a cost of only $95 per kilowatt with 
the use of nonunion labor, and employing 
special methods which union labor would 
not have favored. ) 


Ww regard to fuel costs, Mr. Black 
stated that we are beginning to run 
out of cheap hydro power, except in the 
Northwest. In a few southern states the 
cost of gas, while still favorable, is rising. 
By 1965 a shift to coal will be well on the 
way, he thinks—which will be advanta- 
geous because of the relative price stabil- 
ity of coal as compared with gas and oil. 
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The price of electricity to residential 
consumers has been declining steadily and 
this trend is likely to continue. Electric 
heating and cooling should be a profitable 
business in the long run. Residential and 
commercial business account for the major 
part of the investment outside the power 
plant and are therefore entitled to receive 
the major portion of the return. Competi- 
tion for large industrial business keeps 
the price of industrial power at a mini- 
mum. 


Regarding the political problem of pub- 
lic power promotion, he sees only two 
areas of possible infiltration—through the 
revenue bond scheme for TVA, and in the 
Atomic Energy Act. He remarked, “It 
would appear that the containment policy 
is working out very well, even better than 
with Russia.” 


Regarding the effects of the current re- 
cession, he pointed out that the utilities 
have fewer opportunities now of reducing 
generating costs per kilowatt-hour as in- 
dustrial load declines, since there are few- 
er remaining high-cost generating units 
which could be dropped from operation. 
However, the demand component in the 
industrial rate schedule affords consider- 
able protection. In 1938 industrial reve- 
nues dropped only 11 per cent while kilo- 
watt-hour industrial sales were down 16 
per cent; in 1946 revenues were off 3 per 
cent and sales 8 per cent; in 1954 there 
was practically no decline in sales (ex- 
cluding those to the AEC) while revenues 
gained 3 per cent. 


N connection with the outlook for 1958, 
construction expenditures do not re- 
flect the recession and more generating ca- 
pacity will be added than in any previous 
year. However, there will be some slowing 
down in the growth of kilowatt-hour sales, 
he thinks—from 6 per cent last year to 
about 5 per cent for 1958. This assumes 
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at least a moderate business recovery with 
an average of 139 for the FRB Index. 
He expects a gain in industrial sales (ex- 
cluding AEC) of 4 per cent in 1958, 
compared with a drop of 3 per cent in the 
industrial index. During a recession more 
efficient industrial plants are used, and 
since these employ greater automation and 
use much more power per unit of produc- 
tion, the utilities benefit. There should 
also be a continued steady growth in com- 
mercial sales in 1958 due to the current 
favorable trends in soft goods, recreation, 
air conditioning, etc. 


Residential sales were a little dis- 
appointing last year, since sales of electric 
appliances were smaller than anticipated. 
But the increased interest in electric house 
heating is the most encouraging prospect 
for the residential field. The projected 
increase for 1958 of installations of re- 
sistance heaters is 11 per cent over 1957, 
and over 60 per cent for heat pumps. The 
constant increase in the summer peak load 
is making it increasingly necessary to 
build up the winter heating load. 


Mr. Black expects the rate of growth 
of total electric revenues will be main- 
tained in 1958 at about the same level as 
in 1957, with an increase of some $520 
million or the same amount as in 1957. 
However, part of this gain will come 
from a record total of $100 million in 
rate increases; some $35 million increases 
were effective in 1957, with a $65 million 
carry-over. 


HE electric utilities still have a good 

measure of control over the distribu- 
tion of the revenue dollar, with the per- 
centage going into fuel, maintenance and 
depreciation remaining relatively constant. 
The percentage taken by salaries and 
wages continues to decrease, and the 
percentage going into taxes is declining for 
the first time in history. He predicted that 
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the latter decline would continue in 1958. 
The operating ratio seems likely to remain 
around 44 per cent so long as growth and 
mechanization continue. There should be 
less trouble this year with fuel prices— 
coal prices came down again in December 
after having been raised in the early part 
of the year, while the oil and gas people 
have had some trouble raising their prices. 

There will apparently be less progress 
in the future in reducing the cost of gen- 
erating power, because so many efficient 
plants have been installed since 1951. In 
future, Mr. Black pointed out, the cost 
of generation will depend more on the 
cost of fuel itself and the location of the 
power plant (affecting the transportation 
cost of fuel) than on the fuel economy 
of -the machine. Mechanization of coal 
mines will be an important factor in hold- 
ing down the price of coal. While gas 
and oil in certain areas will continue to 
compete with coal for a long time, they 
are beginning to price themselves out of 
the market, and the increased use of coal 
will be especially evident after 1965. By 
1975 oil may supply only 4 per cent of 
electric generation compared with 6 per 
cent today, and gas may drop from 18 
per cent to 13 per cent. He does not ex- 
pect nuclear power to increase very much 
in this period. Hence, the proportion gen- 
erated by coal is expected to rise from 55 
per cent in 1957 to 66-70 per cent in 1975. 


IX connection with over-all industry per- 
formance predicted by Mr. Black for 
1958, the figures shown in the table below 
were presented. 


Construction Expenditures ($ Billions) 


e 


As to construction programs over the 
next three years, the West-South-Central 
region continues to lead with a projected 
increase of 52 per cent in 1958-60 inclu- 
sive, while the Mountain region is second 
with a 45 per cent estimated increase. 
For this period companies with the heavi- 
est expansion programs include Idaho 
Power, Tucson Gas, Electric Light & 
Power, Missouri Public Service, Wash- 
ington Water Power, etc. However, in 
studying these figures it is necessary to 
make allowance for reduction of pur- 
chased power as a factor in increased gen- 
erating capacity. 


Wu Mr. Black was not very spe- 
cific, he seems slightly pessimistic 
about the outlook for return on invest- 
ment this year. He said: 


It would appear that in 1958, the 
rate increases and increased income will 
fall short of providing for the large 
increase in electric plant. However, we 
would expect this to be only a temporary 
situation which will be offset as growth 
catches up in 1959 and rate increases 
become fully effective. 


Regarding dividends, he remarked that 
“Utilities have been taking very good care 
of the common stockholder in spite of un- 
usual demands for capital funds. We keep 
forecasting a leveling off in the ratio of 
dividends to common stock equity, but 
each year it increases again.” According 
to his calculations, common dividends as 
a percentage of book value have increased 
from 8 per cent in 1952-53 to 9 per cent 


Predicted Per Cent 
I: — 


New Capacity Added (Kilowatt Millions) .... 


Customers (Millions) 
Revenue ($ Billions) 
Kilowatt-hour Sales (Billions) 
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in 1957, and he expects this ratio to con- 
tinue in 1958. 


HAT about trends in Washington? 
Owing to the administration’s part- 
nership policy, the private utilities are 
now holding their own against public 
power, their percentage of total generat- 
ing capacity in the past three years re- 
maining around three-quarters. By 1960 
the percentage may show a modest gain 
to 76 per cent. The Trinity river project 
in California is an interesting “partner- 
ship” project. Under a House bill, Pacific 
Gas and Electric would construct the gen- 
erating plants and the federal government 
would build irrigation and flood-control 
facilities. However, the bill is currently 
“fouled up” in the House Interior Com- 
mittee—unfortunately headed by a pub- 

lic power proponent. (See page 335.) 

; ¥ 
Are Utility Depreciation 
Reserves Adequate? 

r connection with the discussion of 
“economic depreciation” before con- 
gressional committees referred to else- 
where in this department, it may be of in- 
terest to compare the respective trends of 
the ratios of depreciation reserves to gross 
plant accounts for class A and B electric 
utilities, natural gas pipeline companies, 
and the two largest telephone systems 


comprising about 90 per cent of that in- 
dustry. (See table below. ) 

While conditions today differ consider- 
ably from those in 1946, and the decline 
in depreciation reserves may be largely 
axplained by the bigger proportion of new 
plant, nevertheless the figures seem to 
suggest that present reserves may be in- 
adequate to provide for “economic de- 
preciation”—unless the present “built-in” 
factor of wage inflation in construction 
costs can be eliminated. There is a partial 
offset in increased mechanization and 
plant productivity, but will it prove ade- 
quate? 

In theory, the federal government is 
giving some recognition to the problem 
by allowing accelerated amortization and 
fast depreciation. But the companies’ 
books do not reflect these compensatory 
methods, nor do the figures used by reg- 
ulatory commissions. 

¥ 


U.S. Summer Peak Load 
Now Equals Winter 


HE Edison Electric Institute’s year- 

end report, compiled by its Electric 
Power Survey Committee, may be sum- 
marized as follows: 

Year-end capability of the country’s 
electric-generating capability approxi- 
mated 131 million kilowatts, an increase 
of 6.7 per cent over 1956; peak load was 


DEPRECIATION RESERVE—RATIO TO GROSS PLANT 
A&B Natural Gas Bell General 
Telephone 
System 


Electric 
Utilities 


Pipeline 


Telephone 
Cos. System 
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107 million, an increase of 4.5 per cent. 
Based on winter peak loads, the gross 
margin of capability over peak load in- 
creased to 22.2 per cent in 1957, compared 
with 19.7 per cent in 1956 and 18.6 per 
cent in 1955. However, at the time of the 
summer peak load, capability was some- 
what lower (127 million kilowatts) so 
that on this basis the gross margin was 
only 19.3 per cent compared with 22.7 
per cent in 1956 and about the same in 
1955. The lower reserve capacity in sum- 
mer may have been due to the practice of 
taking out some units for maintenance 
or repair. 


¥ i ‘HE relation of summer to winter 
peaks (expressed as a percentage of 
the peak load for the following December ) 


is naturally highest in the southern states, 
Thus in Region V (South Central states) 
the summer peak last year was 32 per cent 
in excess of the winter load, while in the 
Pacific Northwest the winter load ex- 
ceeded the summer by 14 per cent. With 
the addition of new summer air-condition- 
ing facilities, the proportion of the U. S. 
summer peak to the winter has risen from 
93 per cent in 1955 to 96 per cent in 1956 
and 100 per cent last year. 


HE annual load factor (based on 
maximum annual peak loads) con- 
tinued to increase, averaging 66.6 per cent 
in 1957 compared with 65.1 in 1956 and 
62.1 in 1955. The North East, East Cen- 
tral, and Northwestern regions made the 


& 


JANUARY UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Date Amount 
(Mill.) 


Description 
Bonds and Debentures 


Columbus & S.O.E. 1st 44s 1988 

Conn. L. & P. Ist 3s 1988 

Wash. Wtr. Pwr. Ist 44s 1988 

Wash. Wtr. Pwr. Deb. s.f. 44s 1983 ... 
Commonwealth Ed. Deb. s.f. 3%s 2008. . 
Pac. P. & L. 1st 44s 1988 

Alabama Pr, Ist 3s 1988 

West Texas Utils. 1st 3$s 1988 
Cambridge Elec. Lt. 1st 33% 

(s.f.) Notes 1988 

Pac. G. & E. Ist (s.f.) 34s 1978 

Iowa P. & L. Ist (s.£.) 38s 1988 
Preferred Stocks 

Iowa P. & L. 4.80% 

Pacific P. & L. 5.64% 

Portland Gas & Coke 5.75% .......... 


1/8 $14.0 
30.0 
20.0 


NK ue 
PHOBASS 
Anoooo 


—_ ST 
oul 


Mun 
ooo oo 


Common Stock—Offered to Stockholders 


/9 .3 Wisconsin Southern Gas 
1/24 3.7 Minneapolis Gas 
1/29 21.8 Northern Natural Gas 


Aver. Yield 
F 


or 
Offer- Securities of 
ing Similar Moody Offer- 
Yield Quality Rating 1g 


Success 
Under- O 
writing 
Spread 
79C 
.70N 
75N 
1.10N 
.74C 
.78C 
.78C 
88C 


.92C 
.89C 
.74C 


1.90N 
2.79C 
2.60 


Price 
To 
Public 


101.00 
Aaa 
A 


[arns.- 
Price 
Ratio 

8.9 


78 


N 
.70N 
N 


5.86 


a—Reported the issue was well received. b—Reported the issue was fairly well received. c—Reported the 


issue sold somewhat slowly. d—Reported the issue sold slowly. e-—Offered to stockholders of record Decem- 

ber 26, 1957, on a 1-for-10 basis. f—Offered to stockholders of record January 23, 1958, on a 1-for-10 basis. 

g—Offered to stockholders of record January 28, 1958, on a 1-for-10 basis. C—Competitive. N—Negotiated. 
Source, Irving Trust Company 
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best showing in increasing their load fac- 
tors during 1956-57. 

During the five-year period 1953-57 
total new generating capacity exceeded 49 
million kilowatts, of which 87 per cent 
was steam and 13 per cent hydro; 71 per 
cent was added by investor-owned facili- 
ties, 21 per cent by federal, and 8 per cent 
by nonfederal power agencies. New ca- 


2/5/58 Divi- 
Price d. 


About Rate 


Pipelines & Integrated Cos. 


Ala.-Tenn. Nat. Gas .... 20 
Amer. Nat. Gas 57 
Arkansas Louis. Gas ... 27 
Colo. Interstate Gas .... 46 
Columbia Gas System... 17 
Commonwealth Gas 
Commonwealth N. G 

Consol: Gas Util, ....... 
Consol. Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 

Equitable Gas 

Gulf Interstate Gas .... 
Houston N. G. 

Kansas-Nebr. Nat. Gas.. 
Lone Star Gas 

Miss. River Fuel 

Montana Dakota Util. .. 
Mountain Fuel Supply .. 
National Fuel Gas 

Northern Nat. Gas 
Oklahoma Nat. Gas . 
Panhandle East. P. L. ... 
Pennsylvania Gas 

Peoples G. L. & Coke ... 
Southern Nat. Gas 

Southern Union Gas .... 
Tenn. Gas Trans. ...... 
Texas East. Trans. ..... 
Texas Gas Trans. ...... 
Transcont. Gas P. L. .. 
United Gas Corp. ...... 


$1.20 


1.20 


(eal do a ol a SU gtd ed dd 
SSSSSSSSSSSESRRE 


St bos oe Bat bt bt IND IND bt oes bat AD bt bt pnt pt rt bd et 
SSSSNSSRSSS5SR8E 


on 
So 


4 0 
Ss 
A 
O 
S 
O 
O 
S 
S 
O 
S 
S 
O 
O 
O 
S 
S 
S 
O 
Ss 
5 
Ss 
S 
O 
S 
S 
O 
O 
O 
O 
O 
Ss 


Retail Distributors 


Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 


$ ia eve 
8833Z8 


nN 


-~ 


“oN 


pacity added in 1957 exceeded that added 
in 1956 by 1.3 million kilowatts, but was 
less than that added in each of the three 
years preceding 1956. The 1957 additions 
were 84 per cent steam and 16 per cent 
hydro. Classified according to ownership, 
they were 72 per cent investor-owned, 17 
per cent federal, and 11 per cent other 
public power agencies. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Approx. 
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Aver. 
ner. . Abproz. 
In Sh. Price. Div. Common 
Pay- Stock 


Recent 
Shere Earns. Earns. 
1951-56 Ratio out Equity 


% In- 
crease 


seld Earnings 


0% $1.46Se 
3.70Se 
1.67Se 
4.38Se 
1.22Se 


14% 13.7 40% 
15.4 34 

56 

35 
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42% 
38 
35 
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40 
47 
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Aver. 
ner. . APprox. 
Annual 2/5/58 Divi- Recent In Sh. Price- Div. Common 
Rev. (Continued) Pri d A peeee- Share % In- Earns. Earns. Pay- Stock 
(Mill.) teld Earnings crease 1951-56 Ratio out Equity 


1 Cascade Nat. Gas Def.De** 
36 Central El. & Gas 1.58Je 
Cent. Indiana Gas 1.03Se 
Chattanooga Gas 42N 
Gas Service 1.63Se 
Hartford Gas **3.01De 
Haverhill Gas 1.81N 
Indiana Gas & Water ... 1.40De 
Laclede Gas 1.16Se 
Michigan Gas Util. ..... 
Midsouth Gas 
Minneapolis Gas 
Miss. Valley Gas 
Mobile Gas Service .... 
New Haven G 
New Jersey Nat. Gas .... 
No. Illinois Gas 
North Penn Gas 
Pacific Lighting 
Pioneer Nat. Gas 
Portland Gas & Coke ... 
Portland Gas Lt. ...... 
Providence Gas 
Rio Grande Valley Gas . 
So. Atlantic Gas 
So. Jersey Gas 
United Gas Impr. ...... 
Wash. Gas Light 
Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
Incr. _ Approx. 
Annual 2/5/58 Dive Recent In Sh. Price- Div. Common 
R. Price dend oe- Share % In- Ea Earns. Pay- Stock 
te 


ev. rns. 
(Mill.) About Rate Earnings crease 1951-56 Ratio out Equity 


Communications Companies 


Bell System 


Amer. T. & T. (Cons.) .. 
Bell Tel. of Canada .... 
Cin. & Sub. Bell Tel. .. 
Mountain Sts. T. & T... 
New England T. & T. .. 
Solo dag i aes 
So. New Eng. Tel. ..... 


5.2% *$13.11N D1% 2% 69% 66% 
4.7 *#225De D3 2 89 864 
6 **5.58De Z + 
6 9.36Au 7 13 
0 D10 + 
7 D7 + 
6 mel 


Ruse rans 
Sssssss 


5 
5 
6 
5 
5 


Averages 


Independents 
Anglo-Canadian Tel. .... 
British Col. Tel. 

icant. Stet, TOL, oo. sos: 
Calif. Water & Tel. .... 
Central Telephone 
Commonwealth Tel. .... 
Florida Telephone 
General Telephone 
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Aver. 


coat — ee, BE 
ty rice Prox. are n- 
( -_ ) About Rate teld Earnings crease 


Hawaiian Telephone .... 18 i 5.6 *1.19De D13 
Inter-Mountain Tel. .... 15 ; ** 80De D16 
Rochester Tel. ......... 17 1.34Se D19 
Southeastern Tel. ....... 1.44Ma 4 
Southwestern St. Tel. .. 1.69Au NC 
Tel. Service of Ohio .... 6.95Se NC 
United Utilities **1.63De D5 
West Coast Tel. ........ 1.480c 

Western Union Tel. .... 2.03De 


of 
be 
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Averages 


Transit Companies 


Baltimore Transit ‘ 6% $**.18De 
Cincinnati Transit ** 48De 
Dallas Transit ** 00De 
Fifth Ave. Coach **3.47De 
Greyhound Corp. ... **1.27De 
Los Angeles Trans. **] 23De 
Nat. City Lines **2.45De 
Niagara Frontier Trans. ** 28De 
Philadelphia Trans. .... 
Pittsburgh Rys. ........ 
Rochester Transit 
OUST. SD. acease oes 
Twin City R. T. 
United Transit 
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Averages 


Water Companies 

Holding Companies 
S American Water Works 10 $ .60 6.0% $ .98Se 
Operating Companies 
Bridgeport Hydraulic .. 30 
Calif. Water Service ... 42 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water 
Ohio Water Service .... 
Phila. & Sub. Water ... 
Plainfield Union Water . 
San Jose Water 
Scranton-Springbrook ... 
South. Calif. Water .... : 
W. Va. Water Service .. 12.1 


Averages : 13.1 67% 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust Se—September; Oc—October; N—November; De—December. (e)—Also 5 per cent stock dividend 

lecember 1, 1957. (i)—Two per cent stock dividend December 10, 1957. (j)—Two per cent stock dividend 
December 30, 1957. (k)—Two per cent stock dividend December 19, 1957. (1)—Four per cent in stock May 
3, 1957. (m)—Ten per cent stock dividend January 2, 1957. (0)—Forty per cent stock dividend June 14, 1957. 
(p)—Also 1 per cent stock dividend quarterly. (q)—Ten cents in January, 1957. (r)—Includes extras. (s)— 
Estimate for December 31, 1957. (t)—Also 2 per cent stock dividend September 30, 1957. (u)—Also 10 per 
cent stock dividend December 30, 1957. (v)—Also 2 per cent stock dividend December 30, 1957. (w)—Also 
4 per cent stock dividend December 31, 1957. NC—Not comparable. NA—Not available. D—Deficit 1951. 
*On average shares. **calendar year 1956 *** 1951 was an abnormally bad year. +—Adjusted to eliminate 
24 cents per share of nonrecurring tax savings. 
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What Others Think 


Can Property Records Pay Their Way? 


tee property records pay their way? 
The answer is yes, but it is not easy. 
Only when the fullest attention and the 
most capable know-how are applied to the 
problem can there be economic justifica- 
tion of property records. On the other 
hand, there can be no justification for not 
using property records if economy can be 
realized from their use. 

Companies which can save money with 


a good property record are those 


1. Having an inadequate or no prop- 
erty record. 

2. Having too detailed a property 
record. 

3. Having a good property record 
not fully used. 


All the conditions involved must be 
fully met for a property record to pay its 
way. These conditions include: 


1. A competent organization. 

2. Proper tools to work with. 

3. Economical forms and methods. 

4. Use of automation where appli- 
cable. 

5. Integration with other internal 
company functions. 

6. Depreciation studies. 

7. Insurance valuations. 

8. Tax matters. 
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9. Regulatory matters. 


Obviously there is no magic formula or 
book of rules which would apply uniform- 
ly to all utility companies. The size and 
type of company, the company organiza- 
tion, and local conditions vary greatly. The 
purpose here is to point out the requisites, 
the need for and uses of a property record 
rather than details as to how to prepare 
and maintain it. 


1. A Competent Organization 


| grenimesges of the size of the property 
record or valuation staff, it should 
include both technical and accounting 
knowledge. This applies even if the prop- 
erty record work involves only part time 
of one person. A purely technical staff 
could be handicapped in maintaining 
checks and balances with the general 
books of account. A purely accounting 
staff could have difficulty in reading blue- 
prints, relating physical quantities pur- 
chased to quantities installed, and verify- 
ing the accuracy of the inventory in the 
field. 

Construction experience, or at least a 
knowledge of field conditions, is impera- 
tive. Ability to assure proper accounting 
as between plant additions, retirements, 
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and maintenance costs is necessary. There 
is also required a knowledge of and abil- 
ity to apply company policies with refer- 
ence to depreciation, insurance valuations, 
and tax matters. 


2. Proper Tools to Work with 


A“ the information required for estab- 

lishing and maintaining the property 
record should be forwarded in a routine 
manner from the various company sources 
involved. This includes work order and re- 
tirement order authorizations, contracts, 
purchase orders, summations of storeroom 
material quantities and costs and accounts 
payable vouchers, payroll charges, draw- 
ings and layouts, and notices of comple- 
tion of installation and removal work by 
construction forces. 


3. Economical Forms and Methods 


pee most important step under this 
heading is a complete detailed review 
of present forms and methods. Such a re- 
view can be made either by outside con- 
sultants or by qualified company person- 
nel. The objective should be economy in 
company operations as a whole rather 
than in any one department. Property 
record functions should be co-ordinated 
with those of other departments furnish- 
ing information to or receiving informa- 
tion from the property record. Co-opera- 
tion of regulatory, tax, and other govern- 
mental authorities should be solicited in 
making reports as simple and economical 
as possible. In some cases an unnecessarily 
detailed form of report is continued for 
many years and the initiative in obtain- 
ing permission to simplify it must come 
from the company. Following a compre- 
hensive review, there should be continu- 
ing study as changes occur to permit fur- 
ther economy. 


4. Use of Automation Where Adaptable 


= kinds of equipment for automatic 

data processing permit economies in 
the operations of smaller companies where 
previous equipment was not economically 
justified. At the other extreme very large 
companies previously using automatic 
data processing equipment are achieving 
further economy by using electronic data 
processing equipment. Machine summa- 
tions are generally adaptable for payroll, 
material, and accounts payable charges. 
Inventoried quantities of bulk materials 
such as piping, conduit, and cable may be 
summarized by machine. Machine opera- 
tions apply generally in the preparation 
of data for governmental reports, internal 
company reports, and depreciation studies. 
For the final property record in current 
practice, manually prepared records pre- 
dominate for inside plant and machine 
tabulating records are most adaptable for 
outside plant mass accounts. 


5. Integration with Other Internal 
Company Functions 


| posing integration eliminates overlap- 
ping and duplication and places each 
function in the area where it can be dis- 
charged most efficiently and economically. 
Excessive clerical work by construction 
forces is a luxury few can afford and sim- 
plicity in accounting for time and material 
improves accuracy. Unit cost data should 
be a by-product of property records for 
use by construction forces to reduce costs 
and to simplify estimating. Increases in 
average annual unit costs for representa- 
tive types of units can be related to in- 
creases in labor rates and material prices 
to determine whether construction effi- 
ciency is up or down. Prior to property 
records the custom was to explain over- 
runs on individual work orders and no 
unit cost trends were available. Use of 
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the property record to identify the original 
cost of retirements appreciably lowers the 
cost of estimating. 

If the meter department or customers’ 
accounting department maintains detailed 
records of individual meters, the property 
record may be in simple summary form. 


Wy a central tool depot keeps records of 
the job location of tools and work 
equipment, the property record need not 
record the various moves but merely 
identify the tools by their central depot 
designation. Similarly, transportation 
equipment, laboratory equipment, and any 
other movable equipment whose move- 
ments are controlled and recorded by a 
responsible department, need be identified 
in the property record only by the control 
location. 

These cases are merely illustrative of 
the great many problems that must be con- 
sidered for proper integration. The ques- 
tion of who puts what information on 
what form when and where is very im- 
portant. 


Building Values—Original Cost 


Interest during Construction 


6. Depreciation Studies 
Diener has assumed increasing- 
ly great importance in utility com- 
pany operations since the early 1930's 
when retirement reserve accounting was 
discontinued. 

The impact of depreciation in various 
ways may be illustrated very simply in 
the case of a theoretical building for a 
10-year period. (See table below.) 

This illustration on a unit basis does 
not indicate the effect of mortality dis- 
persion when group methods of estimating 
depreciation are used. Likewise, the effect 
of rapid depreciation for income tax pur- 
poses is not shown. 

Vintage property records are a must 
if rapid depreciation is used for income 
tax purposes. The plea that dated property 
records are costly is not valid and the 
slight extra cost is a very worth-while in- 
vestment. Most utility companies maintain 
dated records of inside plant. If outside 
plant records are on machine tabulating 
cards, an entire year’s batch of cards may 
be gang punched for date in one operation. 


Original Cost Less Interest during Construction 


Reproduction Cost 
Noninsurables 


Reproduction Cost Less Noninsurables ............0ccccceccccees 


Purpose 
Insurance 


Basis 
Reproduction Cost Less Noninsurables 


2% Per Year on $20,090 


Real Estate Tax .. Reproduction Cost 


Observed at 15% Condition on $22,000 


Original Cost Less Interest during Construction— 
23% Per Year on $9, 


Income Tax 


Original Cost 


400 


24% Per Year on $10,000 


Original Cost 


Allocated Portion of Reserve for Entire Acccunt 


Original Cost 


20,000 
Depreciation Value 
$16,000 
18,700 
7,050 
7,500 


2,400 


Observed at 15% Condition on $10,000 1,500 
(Giving consideration to obsolescence, inadequacy, efficiency, etc.) 
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A record maintained on machine tabulat- 
ing cards permits full use of automation 
in making actuarial studies at minimum 
cost. 

Mortality studies can be made without 
vintage property records but such studies 
are not adaptable to the selection of dif- 
ferent periods which may reflect changes 
in service lives due to changes in policy, 
practice, or kind of equipment. 

It is of mutual interest to management 
and regulatory authorities to arrive at the 
best possible estimates of depreciation for 
book and rate base purposes. Good prop- 
erty records provide the tools to do a good 
job. 


7. Insurance Valuations 


bow property record should lend itself 
to pricing on the basis of present-day 
unit costs by a broad and simple applica- 
tion for insurance valuations. The not un- 
common practice of bringing original costs 
forward by the use of cost indices can 
lead to unjustifiable distortions when ap- 
plied to individual locations. For example, 
if the original cost of a location involved 
considerable overtime work, indexing 
might result in an excessive insurance 
valuation. 

The cost of insurance may be lowered 
by appropriate use of property record sta- 
tistics. The actual mortality data may in- 
dicate that premiums are excessive. If so, 
either the premium must be lowered or a 
certain amount of self-insurance may be 
indicated. 

Recoveries of claims for damage may 
be deficient if excessive depreciation is de- 
ducted. Here again, mortality data should 
assist in proper adjustment of claims. A 
company whose property is well-main- 
tained over a relatively long period should 
not be penalized by being grouped with 
companies whose properties have shorter 
service lives. If, for example, 2 per cent 


per year is deducted per year on a piece 
of equipment destroyed by fire after thirty 
years’ service to arrive at a claim equaling 
only 40 per cent of present-day value, the 
deduction may be shown to be excessive. 


8. Tax Matters 


. | ‘HE property record supplies necessary 
information to local and state tax au- 


thorities and permits a check of the rea- 
sonableness of assessments as well as a ba- 
sis for protest of excessive assessments. 
Data are available in the property record 
for supporting the depreciation rates used 
for federal income tax calculations. Where 
rapid depreciation is used, the property 
record segregates the property installed 
subsequent to the starting date of its ap- 
plication. Claims for residual losses are es- 
tablished for property prematurely retired. 


9. Regulatory Matters 


N many cases property records are pre- 
scribed by regulatory authorities, but 
whether prescribed or not they are used 
in regulatory matters, particularly rate 
cases. In states where the rate base con- 
siders only the original cost for rate-mak- 
ing purposes, the property record supplies 
the required data promptly. Where repro- 
duction cost is considered, the record fa- 
cilitates cost indexing or repricing. 

It is worth repeating here that a prop- 
erty record is of great assistance to a com- 
pany in substantiating its position in a 
rate case. 

The preparation of reports to regula- 
tory and other governmental authorities is 
most economical when proper records are 
available. 


Summation 


| the early nineteen thirties, most util- 
ity companies had little or nothing in 
the way of property records because they 
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were not needed and would be expensive 
to establish and maintain. Real estate as- 
sessments and taxes were not unreason- 
able. Federal income taxes were not bur- 
densome. There was no Federal Power 
Commission and no Securities and Ex- 
change Commission. 

Depreciatién was not of prime im- 
portance in general operations. 

Since that time real estate, income, and 
other taxes have become burdensome. De- 


preciation is now an extremely important 
factor. Voluminous reports must be pre- 
pared for local, state, and federal tax and 
regulatory authorities. A good property 
record is now justified as the most eco- 
nomical way to meet present-day require- 
ments. 
—E. G. HeEry, 
Manager, property records department, 
Consolidated Edison Company of 
New York, Inc. 





Building the Company Image 


mes it may not be realized, the 
public has a mentally framed picture 
of a utility company. This is true, of 
course, of all business organizations that 
have customer-company relations. And 
this picture—or company image—is either 
positive or negative, definite or vague, in 
the eyes of the public. 

This company image is created in the 
minds of a utility’s customers from a 
myriad of associations that directly and 
indirectly involve the company. It is not 
much different than the manner in which 
one individual judges another: through 
his verbal expression, eye contact, hand 
shake, poise, cut of his suit, choice of cuff 
links, shine of his shoes, posture, and so 
on. Later he judges him on his business 
abilities, his organizational aptitudes, his 
ideas, or special talents. At still another 
time he may judge him on the number of 
Martinis he consumes on this or that oc- 
casion. 

All these logical and emotional (mostly 
emotional) bits of information concern- 
ing this individual are registered in his 
mind over a period of time. And like 
Univac, at any given moment they add up 
to a total figure that is plus or minus. This 
is the “image” of X individual that he 
mentally carries upstairs, 

A public utility registers on the minds 
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of its customers in the same manner. Al- 
though each customer has created his own 
image of the company from a different set 
of “input factors,” it is highly probable 
that this individual feeling closely parallels 
the total feeling—or image—held by the 
public. 

A business firm has a rather definite 
pattern of action and appearance in its 
year-in and year-out operations. This pat- 
tern stamps out a personality image that 
is amazingly similar in the eyes of cus- 
tomers served by the company. 


fe many industries this concept of image 

has captured the imagination of today’s 
business executive. Now, more than ever 
before, he sees “image” as a powerful in- 
strument to help him do a better job. All 
over America corporations busily are 
building strong, positive, concise cor- 
porate images. 

The Chrysler Corporation, for example, 
four years ago took a severe look at its 
corporate image. It found this image to 
be negative in many aspects and that it 
was creating a resistance to the sales of 
its five automobile lines. So it launched a 
bold image-building program, spearheaded 
by the “Forward Look” theme, that ac- 
complished a remarkable face-lifting job 
for the whole corporation. Today, the pub- 
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“CLIMBING HOOKS? NEVER HEARD OF THEM” 


lic has a new and different feeling toward 
Chrysler Corporation—and this is re- 
flected in its increased share of the mar- 
ket. 

In recent years the Ford Motor Com- 
pany has been able to humanize its com- 
pany image. Since the emergence of Henry 
Ford II, it has found that one of its great- 
est psychological assets is the spreading 
feeling that again there is a strong “true” 
Ford at the head of the company, who is 
both a strong executive and a generous 
person. He has added the element of flesh 
and blood into the Ford image. 


7 interesting current case of image 
building concerns the commonwealth 
of Puerto Rico. Here we see a very am- 
bitious thing happening: the alteration of 
the public image of an entire island! Re- 
search shows that the total impression of 
Puerto Rico is unfavorable. Most people 
think of it and its people as dirty, back- 
ward, lazy, and remote, which is an inac- 
curate picture of the place. 

Because of this negative image it is dif- 
ficult to promote any Puerto Rican enter- 
prise, whether it is industrial development 
or tourism or rum, or whatever. So the 
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commonwealth is changing the thinking 
of people in this country through an ad- 
vertising and public relations campaign. 
Once the “brand image” of the island is 
right, it feels it can make progress in the 
promotion of its products and industry. 

A well-known California bank was con- 
cerned about the loan business it lost 
through people patronizing loan companies 
instead of the bank. It had the matter re- 
searched to find out why a person was will- 
ing to go toa loan company and pay much 
higher rates of interest. In brief, it dis- 
covered that people considered borrowing 
an unpleasant, tension-creating, and rather 
humiliating experience, and that the 
sterile, austere character of the bank great- 
ly amplified these tensions and unpleasant 
feelings. To help correct this negative 
situation this bank embarked on an overall, 
long-term image-building plan to create an 
atmosphere of warmth, friendliness, and 
helpfulness, that would become associated 
with its name. 


HERE are a multitude of current cases 

in which companies are engaged in a 
continuous and long-range program of 
image building. The image builder’s job 
is both simple and complex. He wants a 
customer to recognize his strong, simple 
image—and feel instantly all that the 
image represents: good, quality products 
or service; forward-looking business; 
something to command continual loyalty 
and good will. 

This concept is much broader than “in- 
stitutional” advertising, which simply 
means companies talking about what they 
are doing for themselves. Corporate im- 
age development is a company talking 
about how good the company is for the 
customer—what it is doing for the cus- 
tomer. 

Furthermore, advertising is only one of 
many factors (although an important 


FEBRUARY 27, 1958 


one) involved in the creation of a com- 
pany’s personality profile. The service it 
renders, the appearance of its offices, the 
attitude of its employees, the rates it 
charges, the courtesy of its servicemen, 
the voice at the switchboard, its methods 
of billing, the design of its letterheads, 
everything it does and does not do and 
the manner in which it is done—all these 
facets and a hundred others form the die 
that stamps out the company image. Some 
facets can be controlled; others are be- 
yond control. 

But what is important is that any man- 
agement can build any corporate image 
it seems desirous to build—given time, 
talent, and planning. And herein lies 
great opportunity! 


AS a privately owned utility serving a 
vast number of customers, it is of 
paramount importance to maintain a fa- 
vorable position in the eyes of the cus- 
tomers. It is important because of reasons 
already mentioned. But it is doubly im- 
portant because of definite negative atti- 
tudes that people have concerning utilities 
in general. These background attitudes 
exert an unfavorable pull which places 
the utility in a minus position at the out- 
set. 

Take the case of a natural gas utility. 
Psychological research uncovers the fol- 
lowing basic ideas (true or false) people 
have concerning a gas utility: Gas is not 
a commodity but a God-given product of 
nature to which nothing is added through 
processing or manufacturing—it is simply 
piped from the ground to the home. Gas 
is an unseen thing that is burned up—it 
is intangible “merchandise” taken for 
granted and paid for with nothing visible 
received in the exchange. Gas is some- 
thing essential to one’s well-being—there- 
fore it should be in the public domain. 

Some of these attitudes would be true 
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of electric, transit, water, or telephone 
utilities also. And for utilities generally 
there is among a sizable segment of the 
population the feeling that a utility is a 
monopoly concerned only with making a 
big profit rather than serving in the public 
interest; that public ownership would 
mean cheaper and fairer rates; and that a 
privately owned utility is stealing natural 
resources that belong to the people. 


HETHER we like it or not, these are 
broad attitudes or emotional feel- 
ings that customers cling to, as revealed 
by psychological surveys. Thus, there are 
two strikes against a utility before it even 
comes to bat. The point is, there must be 
a program working to offset these minus 
attitudes so that the company image 
moves towards the plus side. The alterna- 
tive is to live dangerously and do nothing. 
The first step in the development of a 
company image is to realize that image 
building is an important concept in busi- 
ness today. To be effective in utility op- 
eration it must be a fundamental element 
of management thinking. For every cor- 
porate action affects the image. 

Secondly, decide what this image 
should do for the company. Should it 
pave the way for future rate increases, 
or gender a public feeling toward it of 
“friendly efficiency,” or build a concept 
of progressiveness and modernity that 
will reflect favorably on the type of appli- 
ances that use its fuel, or should it devel- 
op the idea of good “citizenship in the 
community”? Or perhaps a combination 
of things? 

Next, find out where the company 
stands now—what people think of the 
company. This involves careful research. 
Statistical surveys that merely count 
noses will not come up with an accurate 
picture, for in order to discover what the 


true image is you must dig deep into emo- 
tional feelings. 

Psychological, or motivational, re- 
search is probably the only research meth- 
od that can give the answers. This tech- 
nique is based on “depth” interviews of 
about two hours’ duration with each re- 
spondent. Attitudes and ideas are ex- 
pressed in a free, conversational manner 
while the interviewer covers certain areas 
and notes the respondent’s remarks ver- 
batim. What is said and what is not said 
and the manner of saying it permits the 
research analyst to look beneath the sur- 
face and shape a true image of the or- 
ganization. 


Ww" this insight into the public’s 
thinking the company is now in a 
position to define its problem. It has de- 
cided what it wants to accomplish in its 
image-building program, and through 
psychological research it knows where it 
stands at the moment and what its 
strengths and weaknesses are. The com- 
pany is now ready to work out a hypo- 
thetical image of itself. 

This new image must do the job or jobs 
the company has in mind. But it must be 
one that is within reach—one that leads 
from strengths, not one that bucks basic 
emotions that are too deeply rooted to be 
altered. And it must be a crystal-clear, 
well-defined personality that is sought, 
not a complex, panacean image that winds 
up in the public mind as a vague notion. 

Next, create a theme that will be the 
vehicle of the image-building program. A 
long-range integrated communications 
campaign should be planned that employs 
advertising, public relations, promotion, 
and publicity. 

It is obvious, of course, that no plan 
can successfully promote any company, 
service, or product that does not live up 
to what is said about it. For example, a 
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transit utility attempting an ambitious 
face-lifting program designed to promote 
its service as the fast and comfortable 
way of commuting in Metrodelphia had 
better provide fast and comfortable serv- 
ice or it will be wasting its money. When 
Chrysler Corporation launched its “For- 
ward Look” corporate image - building 
program through advertising, it had the 
product to back up what it was saying. 
You cannot build a new image out of blue 
sky. 


A™ so planning must go beyond 
the scope of communications. It 
must encompass operating procedures, 
methods of service, employee attitudes, 
and physical appearance. Required is a 
total integration of effort. Everything 
that the public sees about or associates 
with the company must reflect the per- 
sonality the company seeks to project. 
Say, for instance, a company is building 
the idea that its utility service is courteous 
and efficient; then its serviceman appears 
in the customer’s home unshaven and in 
a shoddy uniform. He may be the most 
courteous and efficient serviceman in the 
organization, but he won’t appear that 
way to the customer. Or again, the object 
may be to project an aura of up-to-date 
progressiveness around the company. But 
if the customer finds the company lobbies 
are old-fashioned, cluttered, and dingy, 
he won’t be convinced that the company 
is the progressive concern it claims to be. 

What is needed in the long-range culti- 
vation of company personality is simply 
for the company to be what it says it is— 
then tell the public about it in a motiva- 
tional manner. 

It is important that the image-building 
program be tested periodically, using the 
initial research survey as a bench mark. In 
this way the effectiveness of the program 
can be checked and its strong and weak 
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points re-examined. But remember that in 
the utility business this is a slow process 
—slower than the development of a brand 
image for a specific product. 


AX previously stated, any management 
has the opportunity of building any 
corporate image it seems desirous to build, 
given time, talent, and planning. And, in- 
deed, it is an opportunity. The advan- 
tages are obvious no matter how you look 
at it: as a volume builder for sales, as a 
safeguard against encroaching public 
ownership, as a morale tool for employees 
or magnet for attracting high caliber per- 
sonnel, as a buffer against community re- 
sentment over rate increases, as a lever 
for attracting investment money, as an 
anchor of security for future business. 

Most private utilities are keenly aware 
of the importance of good public relations 
and have an active PR program in opera- 
tion. But I know of no utility that has 
seized this concept of image and is devel- 
oping it through a program of total inte- 
gration. The sales department goes its 
way. The advertising department goes its 
way. And the public relations department 
goes its way. There are many acts—but 
no show! Perhaps what is needed is a bull 
in management’s china shop to rip up out- 
moded concepts and complacency. 

A utility lives close to its customers. As 
mentioned at the beginning these custom- 
ers have formed in their minds a certain 
picture of the company, which is the cor- 
porate image. It is there, right now, to- 
day. It might be a good idea for a utility 
to find out what it looks like—in the eyes 
of its public. And it might be time to send 
the company to the cleaners. 

For in today’s dynamic market, there 
is no place for a faceless entity ! 


—Joun S. DuBors, 
Assistant advertising manager, 
Southern California Gas Company. 
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Congress Urged to Approve Trinity Joint Development 


aS. for the Pacific Gas and Elec- 
tric Company appeared once more be- 
fore a congressional committee to urge 
approval of a plan for joint development 
of the Trinity river project in California. 
The proposal, which has the support of 
tlie Interior Department, has run into 
formidable opposition in Congress, includ- 
ing that of Representative Engle (Demo- 
crat, California). Engle, who is a candi- 
date for the Democratic senatorial nomi- 
nation in California, is an avowed oppo- 
nent of the Trinity “partnership” project. 
As chairman of the House Interior Affairs 
Committee, which must approve the plan, 
Engle heads a group of public power pro- 
ponents who want to authorize an all-fed- 
eral project. 

At committee hearings last month, 
strong arguments in favor of construc- 
tion of the project’s power features were 
presented by PG&E Executive Vice Presi- 
dent Robert H. Gerdes. Under the private 
company proposal, the Trinity power 
plants would be constructed at the expense 
of the company and operated under a fed- 
eral license for fifty years, subject to re- 
capture by the United States at the end 
of that period. The company would make 
an average annual payment of $4,617,000 
to the United States for use of the falling 
water. This payment amounts to about 
$5.33 per acre-foot of water which, after 
it turned the turbines, could be sold again 
by the Bureau of Reclamation for $2.75 
per acre-foot for irrigation. 

The proposed arrangement also pro- 
vides that the company will extend its 
existing power sale and interchange con- 
tract with the United States to coincide 
with the current Central Valley project 
repayment period, which terminates in the 
year 2013. The present contract expires 
in 1961. This would mean that the gov- 
ernment would be assured of support from 


company plants during that entire period 
for 450,000 kilowatts of project power. 
According to Gerdes, this would give proj- 
ect power its greatest value and enable the 
bureau to sell its maximum commercial 
capacity on a dependable basis to federal 
and preference agencies. 


‘1. company would also furnish off- 
peak energy on an exchange basis to 
enable the bureau to operate Central Val- 
ley project pumps, including those of the 
proposed San Luis unit, at minimum cost. 
The agreement would permit the United 
States to use the company’s transmission 
lines to serve federal and preference 
agencies at a charge less than the cost of 
constructing a tax-free government trans- 
mission system. 

Gerdes stressed the financial benefits to 
the government and taxpayers to be 
gained from joint development of the 
project. At the outset, the government 
would save $56 million in construction 
costs—about 25 per cent of the estimated 
cost of the entire project. The Central 
Valley project would pick up an additional 
$165 million in net revenue from falling 
water and savings in the cost of power 
operation. Joint development would pro- 
duce $145 million in new tax revenues, 
the company argues, including $83 million 
in federal taxes and $62.6 million in taxes 
for the support of state, county, and local 
governments. Gerdes noted that in Trin- 
ity county, more than 70 per cent of the 
land is owned by the federal government 
and is tax-exempt. Joint development 
would mean that PG&E’s total payments 
to the county would be nearly $400,000 
a year, or more than 40 per cent of the 
total taxes levied by the county. The com- 
pany’s annual payments in neighboring 
Shasta county would increase to over $3,- 
170,000—more than one-half of the coun- 
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“WHAT DOES HE MEAN—HOT WIRE? THIS IS AS 
COLD AS I-I-I-I-I!” 


ty’s total tax levy. Gerdes told the com- 
mittee: 


The company would distribute Trin- 
ity power, without discrimination, to 
more than six million people through- 
out northern and central California. 
The power would be sold to the com- 
pany’s customers at rates established by 
the California Public Utilities Commis- 
sion. 

The rates, financing, and opera- 
tion of public utilities have been con- 
tinuously and effectively regulated by 
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the commission since 1914. Under such 
regulation, company payments for Trin- 
ity falling water would be entered on 
its books as an operating expense, the 
same as the cost of wages or materials. 
The company can make no profit on the 
falling water it purchases. All it is al- 
lowed is a fair return on its own invest- 
ment in facilities used and useful in 
service to the public. Any benefits from 
purchase of falling water must be 
passed on to customers in the form of 
lower electric rates. 





WHAT OTHERS THINK 


NDER federal construction and opera- 
tion, Trinity power would not be 
available to the general public, said 
Gerdes, although generated at public ex- 
pense. It would be sold by the bureau at 
Central Valley project power rates to 
some federal establishments and to prefer- 
ence agencies which serve fewer than 7 
per cent of the people in northern and 
central California. “We submit that Con- 
gress should not deny the federal govern- 
ment millions of dollars in project reve- 
nues and also prevent state and local gov- 
ernments from receiving additional mil- 
lions in taxes merely to furnish power to 
a favored few at subsidized and tax-free 
rates,” he stated. 

Approval of Trinity joint develop- 
ment would follow the policy, established 
by Congress more than fifty years ago, of 
leasing to nonfederal agencies the falling 
water made available by federal reclama- 
tion projects, Gerdes continued. The 
Reclamation acts of 1906, 1911, and 1939, 
and the Federal Water Power Act of 1920 
as amended in 1935, spell out that policy. 
He declared: 


None of these acts, and no provision 
in reclamation law, requires the gov- 
ernment to construct power plants 
merely to serve preferred customers. 

All of these acts provide for the lease 
of power privileges to nonfederal 
agencies, such as that proposed in the 
Trinity development. Preference in 
such leases is given to public bodies. 

Under the Federal Water Power Act 
of 1920, a private agency may receive 
a federal license to develop power at 
“any government dam” unless a prefer- 
ence agency comes forward with an 
offer equally well adapted to conserve 
the water resources of the region... . 

Preference customers were given 
ample opportunity and none advanced 
any proposal to purchase Trinity fall- 


ing water. Thus, all the preference re- 
quirements of reclamation law have 
been met. 


B* accepting the Secretary of Interior’s 
recommendation for joint develop- 
ment, Congress would follow its long-es- 
tablished policy of leasing power privileges 
to nonfederal agencies, Gerdes said. He 
noted that under this policy, at least 26 
local power developments were authorized 
at federal reclamation, navigation, and 
flood-control dams between 1908 and 
1953. They were located in 13 different 
states. 

The local agencies included 14 pub- 
lic bodies, 10 private utilities, and two 
industrial users. Of these authorized joint 
developments, 12 were undertaken during 
Republican administrations and 14 dur- 
ing Democratic administrations. 

Electric power produced as a by-product 
of water projects operated primarily for 
other purposes has its greatest value when 
co-ordinated with a regional power system 
such as that of PG&E, Gerdes said. The 
company’s system interconnects 58 hydro 
and 14 steam-electric plants owned by the 
company and the plants of nine other pro- 
ducing agencies. Twenty-three of the com- 
pany’s hydroelectric plants are located 
within an 85-mile radius of the Trinity 
project. Within this area, the company 
has installed more than 800,000 kilowatts. 
In the same area, PG&E is now building 
or has under application to the Federal 
Power Commission seven more plants 
with a total installed capacity of more 
than 700,000 kilowatts. 

Under joint development programs 
similar to that proposed on the Trinity 
river, PG&E has constructed power facili- 
ties and pays for the use of falling water. 
Examples are the Narrows dam built by 
the Army Corps of Engineers and the 
Malones dam of the Oakdale and South 
San Joaquin Irrigation districts on the 
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Stanislaus river. The revenues obtained 
by these public agencies from falling water 
purchased by the company have con- 
tributed substantially toward repayment 
of the cost of their water conservation 
works, Gerdes said. 


ee abet needs maximum revenues 
from power to assist irrigation de- 
velopment, Gerdes emphasized. A report 
of the State Department of Water Re- 
sources calls for the ultimate construction 
of 376 new reservoirs, and hundreds of 
miles of canals to transport water. The 
proposed storage capacity is nearly four 
times that now built or under construction. 


This program eventually will be required 
to supply over 40 million acre-feet of 
water a year for irrigation, at an estimated 
cost of $12 billion. 

Gerdes noted that the federal govern- 
ment already has spent more than $1 bil- 
lion on water resources development in 
California. Another $650 million will be 
required to complete presently authorized 
federal water projects. “Whenever pos- 
sible,” he said, “additional funds for water 
development must come from the co-op- 
eration of local, public, and private enter- 
prise with the federal and state govern- 
ments in joint developments such as that 
here proposed for the Trinity river.” 





NRECA Meeting Hits REA Loan Plan 


HE Eisenhower administration’s con- 

troversial proposals concerning rural 
electrification occupied the center of the 
stage earlier this month at the annual 
meeting of the National Rural Electric 
Co-operative Association in Dallas, Texas. 
There was general agreement at the meet- 
ing that if rural co-ops are forced to rely 
on private financing, as suggested by 
President Eisenhower, the REA program 
for all practical purposes will virtually 
cease to exist. 

A call to arms was issued by NRECA 
General Manager Clyde T. Ellis, who said 
the rural co-ops face the greatest crisis 
in the history of rural electrification. Ellis 
also objected to the President’s request for 
$150 million for new electric loans in fis- 
cal 1959, a figure which he said falls far 
short of what will be actually needed. 

According to Ellis, an NRECA inves- 
tigation shows that rural co-ops probably 
could obtain no loans whatever from pri- 
vate sources unless such loans were in- 
sured by the federal government. But even 
with such insurance, which the adminis- 
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tration recommends, there would be diffi- 
culties. 
Ellis said: 
... To start with, we are “co-ops”’— 
a bad name among monopolists. 

Next, we are regarded in the money 
market as enemies of its principal pet, 
the cost-plus power trust. 

Next, we require a disproportionate- 
ly large amount of capital investment. 

Next, we require 100 per cent con- 
struction loans; 7.e., we are 100 per cent 
debt-financed. 

Next, we operate in marginal terri- 
tory. 

Next, our territory being in jeopardy 
by the power company piracy and sell- 
out campaigns, our distribution co-ops 
have no assured market. 

Next, our distribution co-ops have no 
assured source of supply. 

Next, our generation and transmis- 
sion co-ops have no assured market. 

Next, most of our distribution co-op 
mortgage notes would be too small for 
favorable market acceptance. Top bro- 





WHAT OTHERS THINK 


kers tell us they lose money on issues of 
less than $2 million. 

Next, the government never set us 
up to be able to walk alone at this stage. 
It required us to pay off our capital 
loans—something the power companies 
never do. 

And finally, 66 per cent of the rural 
electric systems have less than 20 per 
cent equity, and 91 per cent have less 
than 40 per cent equity. Over the na- 
tion as a whole the average equity per 
system runs only about 13.5 per cent. 
By comparison, power companies on 
the average have an equity of several 
times that amount, plus a public service 
monopoly status. 


— government insurance, Ellis 
said, is usually limited or conditional. 
There is always the possibility that the 
loans could go bad and Congress fail to 
back them up with appropriations. “If you 
had money to lend,” he asked, “at what 
rate of interest would you be willing to 
tie it up in a rural electric co-op for thirty- 
five years?” 

Ellis said NRECA studies indicate that 
co-ops probably could not obtain loan 
funds under the administration’s proposals 
at less than 5 per cent, plus the 1 per cent 
service charge, in the long run and under 
present conditions. An interest rate of 6 
per cent would mean that new loans would 
cost $40,000 a year more per $1 million 
of loan than at the present 2 per cent. 

An interesting point made by Ellis was 
that under the administration’s proposal, 
the result might lead to more rather than 
less public power. “Money market experts 
are telling us that if we are forced into 
the market our financing will be much less 
difficult as public power districts rather 
than as co-ops,” he explained. “Then, they 
point out, we would be units of govern- 
ment; we would have better protection 
from invasion; we would have the right 


of eminent domain, the right of condem- 
nation even over power company proper- 
ties; we could pledge not only revenues 
but taxes as well, if necessary, as security. 
Furthermore, the investors’ income from 
our bonds would then be tax-exempt. .. . 
I would say that if the Wall Street mo- 
nopolists and the administration really 
want public power in America they seem 
to be on the right track with this Hoover 
Commission proposal to kill REA loans 
and throw us to the mercy of the same 
money market barons who control the 
profit power companies.” 


A’ NRECA’s program for the year, 
Ellis urged a redoubling of effort to: 
(1) obtain adequate loan funds from Con- 
gress, perhaps as much as $300 million; 
(2) block any change in the present status 
of REA; (3) support legislation to pro- 
hibit the cost of antipublic power adver- 
tising by privately owned power compa- 
nies from being considered as an operat- 
ing expense, and prohibition of the de- 
duction of such costs from gross income 
for income tax purposes; (4) support a 
“workable” TVA revenue bond financing 
bill and an equitable cost allocation bill 
for multiple-purpose projects; (5) sup- 
port legislation authorizing the construc- 
tion of a high federal dam at Hell’s Can- 
yon in Idaho; (6) support passage of the 
omnibus multipurpose projects bill; and 
(7) back legislation providing for greater 
participation by the federal government 
in the domestic atomic energy program. 


Eliis also urged the delegates to agree 
to double their dues to the NRECA, or 
triple them if necessary, “in order to 
achieve maximum efficiency in those of 
your national services which are dues sup- 
ported—principally legislative, public re- 
lations, organization activities, and con- 
sumer-member information, including 
power use.” 
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HE administration’s estimates of REA 

loan needs were sharply challenged 
by Ellis. He also objected to the practice 
of referring to loans for rural electrifica- 
tion as “expenditures,” since no account 
is taken of the amounts repaid on princi- 
pal in fiscal 1957 and the amounts that 
will be repaid in 1958 and 1959. The re- 
quest for $150 million in new loan author- 
izations falls below the official REA an- 
nual construction loan survey. This survey 
estimates that new electric loan needs will 
amount to $210 million for fiscal 1959, 
Ellis said. But even this figure is too low, 
according to Ellis, because it is based on 
a survey more than six months old and is 
therefore out of date. 

“NRECA’s own annual survey is not 
complete yet,” he explained, “but we al- 
ready know from your own system-by- 
system statements of your needs that they 
will be substantially greater than the ad- 
ministration’s estimates. NRECA’s esti- 
mates of the need, compiled from data 
submitted by you a half-year later than 
the REA survey, have nearly always ex- 
ceeded the Budget estimates. Yet ours 
have always been proved to be conserva- 
tive, without exception.” 


oe sentiments expressed by Ellis to- 
ward the President’s REA proposals 
were generally echoed by two influential 
Senators, Cooper of Kentucky and Spark- 
man of Alabama. Cooper, a Republican, 
told the delegates he did not believe the 
co-ops should be required to pay more 
than 2 per cent for money lent them by the 
government. He predicted that Congress 
would refuse to go along with the Presi- 
dent’s recommendations. 

The administration’s contention is that 
REA has completed its assigned task of 
electrifying rural areas that could not be 
served by private companies and that, 
therefore, rural co-ops should be required 


to pay the same interest rates as pri- 
vate companies. Contradicting these as- 
sumptions, Cooper stated: 


The original and continuing purpose 
of the REA, expressed again and again 
in the act, is to furnish electric energy 
to persons in rural areas who are not re- 
ceiving central station service. ... Many 
co-operatives have extended their serv- 
ices to areas at high cost upon the basis 
of the 2 per cent rate, to fulfill the pur- 
poses of the act. Others must extend 
their service to remote farms and areas 
at high cost, if the purposes of the act 
are to be fulfilled... . 

Co-operatives are now engaged in the 
construction of generating and trans- 
mission facilities, authorized by the act. 
In my state, the East Kentucky Rural 
Electric Co-operative Corporation is 
constructing and must complete gener- 
ating and transmission facilities if local 
co-operatives and thousands of farm 
families are to receive needed electric 
energy. If interest rates were raised, it 
would limit, and in many cases un- 
doubtedly prevent, these advances which 
are being made by local co-operatives. 


Pesce said that if the President’s re- 
quests with regard to REA interest 
rates were granted, rural co-ops would 
have to pay rates of at least 3.6 per cent. 
“When REA’s original objectives have 
been met,” he said, “such a proposal will 
be reasonable.” 

Senator Sparkman, another principal 
speaker at the annual meeting, was even 
more outspoken in opposition to the Presi- 
dent’s recommendations. He assailed what 
he called President Eisenhower’s “mad in- 
fatuation with Wall Street money lend- 
ers” and said the President’s “mishandling 
of rural power co-operatives is another 
example of inept leadership.” 
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The March of 


Events 


Urges Atom Power Halt 


Boe Southern Coal Producers’ Asso- 
ciation called upon Congress this 
month to end the civilian atomic power 
development program of the Atomic 
Energy Commission. In an open letter to 
Representative Carl T. Durham (Demo- 
crat, North Carolina), chairman of the 
congressional Joint Atomic Energy Com- 
mittee, Association President Joseph S. 
Moody called the program “wasteful and 
impractical.” 

Moody said the AEC’s power develop- 
ment program has been (1) a “dismal 
failure,” (2) “completely unnecessary,” 
(3) a dissipation of the nation’s scientific 
and technical man power, and (4) a 
heavy tax burden on the American 
people. He said the program fell into the 
category of those government services 
called nonessential by President Eisen- 
hower in his demands for increased de- 
fense spending. 

Key members of the Joint Committee 
promptly registered their opposition to 
Mr. Moody’s proposal. Representative 
Chet Holifield (Democrat, California) 
predicted that coal interests will be ‘“‘no 
more successful in stemming the progress 
toward the development of an economic 
atomic power than they have been in 
trying to stop the use of natural gas.” 


He said the development program was 
justified from both a domestic and foreign 
policy point of view. He noted the high 
cost of power from nonatomic sources in 
foreign countries. 


Reactor Owners Responsible 


o ben English government said re- 
cently it would enact legislation hold- 
ing private owners of nuclear reactors 
financially responsible for accidental 
atomic disasters up to $14 million dollars 
in personal or property damage. 

Sir Ian Horobin, Parliamentary Secre- 
tary for the Ministry of Power, said “all 
owners of such reactors will be subject to 
the same duty as the Atomic Energy Au- 
thority of preventing damage to property 
or personal injury from radioactive con- 
tamination.” 


SEC to Limit Exemption 


Gens Securities and Exchange Com- 
mission recently announced that 
effective September 30, 1958, small hold- 
ing companies will no longer be exempt 
from regulation under the Public Utility 
Holding Company Act. 

Previously, holding companies with an 
asset value of less than Si million or a 
value of less than $1 miliion prior to De- 
cember 1, 1946, were exempt from regu- 
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lation under Rule U-9. The commission 
scrutinizes such things as financing pro- 
posals and intercompany transactions 
under the Holding Company Act. 

The SEC said the exemption for small 
holding systems was lifted because of 


doubt whether exemption is justified 
merely because of size. Also, companies 
not in existence under the 1946 date, or 
companies whose assets have grown over 
$1 million, have been able to claim ex- 
emption, the commission said. 


Arizona 


District Legislation Introduced 
Bus which would place electric power 

districts, including the Salt River 
Power District, on the property tax rolls 
were introduced in the state legislature by 
Representative Douglas Holsclaw, Pima 


Republican, and other house members, 

One bill would require amending the 
state Constitution to lift the present tax 
exemption. Another would remove dis- 
tricts from their present status as “mu- 
nicipalities.” 


California 


Gas Rates Boosted 

—— CALIFORNIA Gas COMPANY 

and Southern Counties Gas Company 
recently received permission from the 
state public utilities commission to boost 
their gas rates enough to produce a total 
of $2,922,800 additional revenue an- 
nually. The rate boost goes into effect 
on March Ist. 


Reason for the increase was to offset 
higher costs of wholesale gas delivered 
from the San Joaquin valley by Pacific 
Lighting Gas Supply Company, it was 
said. The price of wholesale gas went up 
January 1, 1958. 

Southern California Gas Company will 
receive $1,919,400 from the rate boost. 
Southern Counties’ share is $903,400. 


Colorado 


Gas Rate Increases Allowed 


S™ companies were authorized by the 
state public utilities commission to in- 
crease the annual natural gas bills of some 
275,000 Coloradans by $1,559,048, effec- 
tive February 5th. 

Explaining that they had no choice, 
commission members said they were 
merely allowing the six firms to pass on 
to their customers the increases granted 
three pipeline companies by the Federal 
Power Commission. These wholesale in- 
creases, and the retail boosts, are subject 
to refund if the FPC subsequently finds 
they are unjustified. 
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The largest increase, $1,153,298, was 
granted by the commission to Public Serv- 
ice Company of Colorado. This firm serves 
239,300 customers in the state, almost 
185,000 of them in the Denver area. Their 
monthly gas bill was raised by about 30 
cents each. 

The other annual raises were announced 
as follows: Pueblo Gas & Fuel Company, 
$120,393; Colorado Springs municipal 
plant, $174,612; Citizens Utilities of La 
Junta, $43,382; Greeley Gas Company 
(Weld county), $40,029 (Fremont 
county), $15,779; Plateau Natural Gas 
Company, serving Lincoln, Kowa, Doug- 
las, and El Paso counties, $10,920. 
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Maryland 


Rate Increases Delayed 
HE state public service commission 
early this month ordered the Balti- 
more Gas & Electric Company to delay 
its proposed rate increases until a public 
hearing is held April 2nd. 
Higher rates calling for 6.5 per cent 
more for gas and electricity and 10 per 
cent more for steam heating were re- 


quested by the company last month. They 
were to have gone into effect on Febru- 
ary 14th. 

The company has said it needs the in- 
creased rates to meet higher operating 
costs and because of the “necessity of 
attracting large amounts of new capital.” 
The increases would yield $9,951,000 a 
year. 


Minnesota 


Telephone Tax Proposal Killed 


A PROPOSAL to impose a local tax on 
telephone and telegraph companies 
was killed by the ordinances and legisla- 
tion committee of the Minneapolis city 
council this month, at least until the 1959 
session of the state legislature. 

Council President Martens, who spon- 
sored the proposal, said it apparently had 
little support because of a question as to 
whether such a tax needed state enabling 
legislation. 

It was estimated that the proposal, 
which would have put a tax on each mile 
of telephone and telegraph lines in the 
city, would have produced $750,000 in 
additional annual local revenue. 


Similar Minneapolis legislation now 
produces about $420,000 in taxes on elec- 
tric lines and $475,000 on gas lines. 


Natural Gas Rates Increased 


A increase of 5 cents per thousand 
cubic feet of natural gas in the rates 
charged by the Minneapolis Gas Com- 
pany, as had been proposed by the com- 


pany for 1958, was recently approved by 
Minneapolis City Research Engineer 
Nathan Harris. 

Under the city’s gas franchise ordi- 
nance, the engineer is the final rate-setting 
authority, except as an appeal to the courts 
may upset his decision. 


Nebraska 


Tax Plan Would Aid City 


HE proposal by Consumers Public 
Power District to amend the Consti- 
tution to provide for a 5 per cent tax 
on gross revenue from the sale of elec- 
tricity in incorporated cities and villages 
would bring an additional $114,893 to the 
taxing political subdivisions within the 
corporate limits of the city of Lincoln. 
Under the initiative petition proposal 
Consumers would sponsor with the 
Omaha Public Power District, the 5 per 


cent tax money would include the present 
in lieu of tax payments, which would be 
established at their 1957 level. 

Lincoln received a total of $21,607 in 
lieu of tax payments in 1957. Lancaster 
county, within the corporate limits of Lin- 
coln, received $51,338 to be distributed to 
the Lincoln school district, county, state, 
and institutional governmental subdivi- 
sions. 

Under the constitutional proposal, the 
county's in lieu of tax payments would 
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be distributed according to the 1957 for- 
mula. The difference between the in lieu of 
tax payments and the total of the 5 per 
cent tax, however, would be distributed to 
the five agencies, including the city, on 
the basis of their respective mill levies to 
the overall tax picture. 

CPPD reported its revenue for a four- 
month period in the corporate limits of 
Lincoln, from September through De- 
cember, 1957, totaled $1,252,273. 


File Power Suit Answers 


HE Norris Rural Public Power Dis- 
ie and the city of Beatrice each 
have filed answers in district court at 
Beatrice to the amended petition of the 
Consumers Public Power District in Con- 
sumers’ litigation to break the Beatrice- 
Norris power contract. 

In its answer, the city denied the alle- 
gations in Consumers’ petition that “any 


material misstatements or misrepresenta- 
tions were made by any persons at the 
March 25, 1957, meeting of the city coun- 
cil.” The city also denied any restraint 
of trade is being exercised and said that 
since the city lawfully owns and operates 
the electric distribution system in a pro- 
prietary capacity and as an authorized 
monopoly, the mayor and the city council 
were using the official power vested in 
them when accepting the Norris contract 
and such power is not vested in the courts. 

The answer filed by the Norris District 
asked the court to dismiss the Consumers 
petition and claims that subsequent to 
March 25, 1957, agents of the Consumers 
District sought by letter and personal con- 
tact with the city council and other promi- 
nent persons to cause the council to break 
the contract between the city of Beatrice 
and the Norris Rural Public Power Dis- 
trict. 


Oregon 


Fare Hike Opposed 


N an eleventh-hour concession, Port- 
land City Commissioner Ormond R. 
Bean yielded to 25-cent fares, effective 
February 9th, to end the threat of a city- 
wide bus shutdown. His single “aye” gave 


the needed unanimous vote strength to a 
deadline city council effort to make peace 
with the Rose City Transit Company. 

In exchange for 5-cent higher base 
fares, the company would agree to con- 
tinue operations to the end of its current 
permit—July 5th—or longer if wanted. 


Texas 


Blasts Utility Removal Ruling 
a attorney general’s opinion of 
the federal-aid interstate highway 
system could cost 213 towns, cities, and 
villages in Texas $15 million to $20 mil- 
lion, Texarkana Mayor A. P. Miller, Jr., 
said recently. 

Speaking as president of the 585-mem- 
ber League of Texas Municipalities, Mil- 
ler asked that Attorney General Will Wil- 
son reconsider his recent opinion or ask 
the courts to resolve it. 

Miller said he was referring to the 
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January 21st opinion in which Wilson 
ruled federal and state funds could not 
be used to relocate utilities where move- 
ment is required for construction of the 
new interstate highway system. 

“The situation local people now face is 
far different than the provisions of House 
Bill 179 enacted by the 55th legislature 
and signed by the governor,” Miller said. 
The legislation, he said, was “designed to 
equalize the burdens across the nation for 
this vast system of federal defense high- 
ways.” 





Progress 


of 
Regulation 








Trends and Topics 


Characteristics and Character of Commissions 


B Brow familiar with the history of public utility regulation understand that 
commissioners are not judges, although they exercise quasi-judicial func- 
tions in hearing testimony and deciding controversies. Their responsibilities 
extend into legislative and administrative fields requiring familiarity with the 
industries they regulate. Without this type of regulation the public utility indus- 
trv, which is necessarily monopolistic, could not have survived, so as to provide 
citizens with telephone, radio, television, electric, gas, and other services. 
Failure to discover these facts appears to be an oversight which led to some of 
the criticisms presented before the House Subcommittee on Legislative Over- 
sight in its investigation of federal commissions. Commissioners, like Congress- 
men, must know what is going on. Attendance at conventions where the prob- 
lems of regulated industries are explained and discussed is essential. 

The necessity of obtaining from industrial representatives information re- 
lating to a regulated industry was recognized by the court of appeals in the Van 
Curler case (236 F2d 727) when it found nothing improper in the Federal 
Communications Commission’s consideration of calls and conversations in re- 
gard to nation-wide problems, concerning which the commission was seeking 
advice and information preparatory to setting up a general nation-wide rule- 
making proceeding. 


Accusations of Misconduct 


Attacks upon commissioners by dissatisfied members of the public are noth- 
ing new, but the critics have had little success in pressing their case. An instance 
of this sort may be noted in the action brought by the attorney general of Con- 
necticut, on demand by electors, for removal of the commissioners under a 
statute providing for removal because of misconduct, material neglect of duty, 
incompetence in the conduct of office, or active participation in political man- 
agement. The action revolved around the failure of the New York, New Haven 
& Hartford Railroad Company to eliminate grade crossings and the alleged 
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failure of the commission to require such removal in accordance with statutory 
requirements. 

The Connecticut superior court dismissed the action after finding that if the 
commission had ordered such elimination, the company would not have had the 
means necessary for the installation of safety devices of far greater importance 
to the safety of the public. It would not have had the means to provide efficient 
or economical service to the public. Bankruptcy might be threatened. The com- 
missioners “employing wisdom, judgment, foresight, and industry of high 
character” had co-operated with the “able and efficient management of the 
railroad in saving that institution, the most important to the welfare of this 
state” (PUR1931D 473, 483). 


Bias or Prejudice 


Public pressure to influence commission action has been resisted, and ac- 
cusations of bias or prejudice have been withstood, as noted in comments on 
commission action and responsibility published in this department of the 
ForTNIGHTLY, July 19, 1956. The question of prejudice arose again in a case 
before the Ohio supreme court. The commission had refused to disqualify the 
chairman from participating in a case where a motor carrier alleged prejudice 
and bias evidenced by statements to the public press relating to charges of 
bribery, violations of union contracts, overloading, and other violations of law. 
The court was not convinced that prejudice existed. The evidence indicated 
only a belief by the commissioner that action should be taken against motor 
transportation companies if they violated the laws (10 PUR3d 182). 

An applicant for fees and reimbursement of expenses in a proceeding before 
the Securities and Exchange Commission sought to have two members of the 
commission disqualified because of statements made in a release to the press, 
and by the chairman in a letter to a newspaper. These were in response to re- 
ports that had been published and made the subject of newspaper editorial com- 
ment that a congressional investigation had been ordered with respect to the 
commission’s alleged “favored treatment” of a corporation. The statements 
had been issued pursuant to the authority of the entire commission and “were 
made in the discharge of what this commission considers to be its responsibility” 
as an agency accountable to the Congress, and ultimately to the public, to re- 
spond promptly to charges affecting the integrity of its administration. The 
applicant for fees, said the commission, was the source of public misconception. 
The commission said it is obvious that the exercise by an administrative agency 
of its public responsibilities to respond to public charges respecting its adminis- 
tration cannot disqualify the agency from continuing to exercise its quasi- 
judicial functions with respect to matters which may have a relationship to the 
subject matter of public discussion (91 PUR NS 44,46). 

Politics was injected into a rate case brought before a federal court to re- 
strain the enforcement of rates fixed by the Georgia commission. It was con- 
tended that the commissioners were disqualified and under duress. It was 
asserted that they had been appointed by a governor elected on a platform 
promising rate reductions, that he removed their predecessors because of in- 
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activity and appointed the present commissioners after ascertaining that they 
were in sympathy with his program. He had repeatedly announced publicly 
that he would remove these and appoint others if they did not reduce rates, so 
that their salaries and offices were at stake. There was no allegation that there 
was any promise by the commissioners or demand by the governor that the 
particular rates involved in this case should be reduced. The court said that 
notwithstanding political platforms and administrative policies, appointees who 
take the oath of office must be considered to act honestly and in accordance with 
law and duty except as their official acts prove otherwise (6 PUR NS 359). 





Review of Current Cases 


Cost of Capital Based on Hypothetical Debt Ratio 
Determines Telephone Rate of Return 


—— a rate of return of 6.19 per 
cent on a present fair value rate base, 
the Delaware commission granted the 
Diamond State Telephone Company a rate 
increase affording about $502,000 of ad- 
ditional net revenues, an increase of ap- 
proximately 30 per cent. As this sum is 
considerably less than the amount which 
the company would earn under a rate in- 
crease already put into effect under bond, 
the excess collections must be refunded. 


Fair Present Value 


Diamond State presented an estimated 
reproduction cost rate base of about $39.5 
million, while the state’s witness submitted 
book cost figures of only about $31.5 mil- 
lion. The company contended that its rate 
base should be predicated solely on the 
reproduction cost study. This study con- 
sisted largely of trended book cost or esti- 
mated book cost. Little testimony was sub- 
mitted in support of the reproduction cost 
evidence. 


Trended Cost 


The commission observed that trended 
cost is only a measure or an indication of 
value and is not synonymous with present 


value itself. The inherent weakness in any 
trended cost study as a measure of present 
value lies in the fact that the presently 
existing plant would not be reproduced in 
its existing state. 

A substantial part of the difference be- 
tween current cost and book cost arose 
from central office equipment and the large 
PBX accounts where the company applied 
Western Electric index numbers to pro- 
duce its estimated reproduction cost. The 
indexes were based on theoretical or 
sample offices. A list of materials for a 
hypothetical office was priced out and then 
related to other priced-out lists at other 
times, so as to afford a trend of price 
changes. The composite price changes were 
assumed to be applicable to Diamond 
State. The commission regarded this 
trending as unsatisfactory. 

Other indexes used by the company 
were inadequately supported by evidence. 
The company proposed to apply an “‘esti- 
mated theoretical depreciation reserve” 
which was substantially less than the ac- 
tual reserve. The commission noted that 
the actual reserve had in fact been paid 
for by the ratepayers. Cash working capi- 
tal was denied since customers’ deposits, 
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advance billings, and accrued taxes af- 
forded ample cash to meet this capital re- 
quirement. 

Most of the company’s present plant has 
been added in the last few years, so that 
the inflationary influences of recent years 
have been built into the rate base. The 
commission fixed the rate base at $35 mil- 
lion, about midway between the book cost 
submitted by the state witness and the re- 
production cost claimed by the telephone 
company. 


Cost of Capital 


Abundant evidence was submitted on 
the issue of capital cost. The company’s 
actual debt ratio was only 7 per cent. It 
proposed a hypothetical ratio of 35 per 
cent. This was adoptéd. The commission 
found that the cost of additional debt 
capital would not be more than 4.50 per 
cent and determined an overall cost of 
debt of 4.30 per cent. 

The company witness, in determining 
the cost of equity capital, inquired into 
alternative investment opportunities in 
other types of equity, along with the mar- 
ket and financing experience of American 
Telephone and Telegraph, the parent cor- 
poration. The cost of equity money, he 
declared, is the expected earnings, ex- 
pected dividends, expected increase in 
book value, and expected market apprecia- 
tion which induce an investor to purchase 
equity securities. He found that equity 
capital would likely cost the company more 
than 9 per cent. 

But the commission did not approve 
this method. His approach completely 
ignores the company itself, said the com- 
mission, and simply assumes without war- 
rant that the experience of the electric 
utility industry and that of the Bell sys- 
tem will suffice. On this assumption, the 
witness had applied his theory which pur- 
ported to reflect investor expectations. 
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State’s Witness 


The state’s witness demonstrated that 
Diamond State afforded at least as good 
an investment opportunity as was pro- 
vided by the Bell system or the five Bell 
operating companies whose stocks are 
traded. He analyzed the dividend yields 
and earnings-price ratios of these operat- 
ing companies and computed the cost of 
equity, recognizing the effect of capital 
structure and dividend pay-out. He used a 
debt ratio of 45 per cent and recommended 
a dividend pay-out of 85-90 per cent on the 
basis of an analysis of dividend pay-outs 
and charges to surplus of both the Bell 
system and Diamond State. He found a 
cost of equity between 7.40 and 7.65 per 
cent. 

While the commission thought the 
state’s witness provided the best evidence 
on the issue, it fixed the overall cost of 
equity capital conservatively at 7.20 per 


cent. This figure, composited with debt 
capital cost of 4.30 per cent, assuming a 
35 per cent debt ratio, resulted in an over- 
all cost of capital of 6.19 per cent. The 
fair rate of return was fixed at 6.19 per 
cent. 


Revenues and Expenses 


Interest on plant under construction 
was included in revenues since such plant, 
though not income-producing, was allowed 
in the rate base. Charitable contributions 
were not allowed as an expense on the 
ground that ratepayers might otherwise 
be forced to donate to charity against their 
will. Wage increases granted during the 
test period were given full effect, as was a 
state income tax passed after the hearings. 
The company’s federal income taxes were 
adjusted to reflect the benefits resulting 
from a consolidated return filed by the 
parent company. Re Diamond State 
Teleph. Co. Docket No. 210, Order No. 
374, January 15, 1958. 
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FPC Refuses to Apply Memphis Ruling Pending 
High Court Decision 


iy view of the grave implications of the 
Memphis decision (21 PUR3d 209) 
on the rate-making process, the Federal 
Power Commission has indicated that it 
will continue to accept rate changes for 
filing and processing under § 4 of the 
Natural Gas Act, pending appeal of the 
court ruling. Bond requirements, how- 
ever, may be adapted to the uncertainties 
of the present situation. The commission 
accordingly denied motions by customer 
companies and California state authorities 
to dismiss a rate increase request filed by 
El Paso Natural Gas Company under § 
4(d). Rate increases of about 10.5 per 
cent were allowed to go into effect Janu- 
ary 1, 1958, under bond, subject to refund 
to the extent that such increases may be 
held to be unlawful. 


Prior to 1949 El Paso fixed its rates by 
individual agreements with each customer 
and filed such rate agreements with the 
commission as scheduled under § 4 of the 
Natural Gas Act. In 1949 the company 
complied with the commission’s Order No. 
144 which required all pipeline companies 
to restate their rate contracts in the form 
of gas tariffs. 

Asa result of settlements and new serv- 
ice agreements, based on proceedings be- 
fore the commission, all of El Paso’s pre- 
1949 contracts have been terminated on 
consent and superseded by uniform tariffs. 
None of the company’s customers, there- 
fore, are presently entitled to receive gas 
at the old contract prices. The commission 
concluded that El Paso’s legal rates at 
present are those set forth in its filed gas 
tariffs. 

“While the commission, as a regulatory 
agency, must and does give full effect to 
the decisions of courts, it is not convinced 
that the reasoning of the court of appeals 


in the Memphis case represents the inten- 
tion of Congress as expressed in the 
Natural Gas Act or that it would be in the 
public interest for the commission to fol- 
low that decision until the final word has 
been spoken,” the commission stated. 


Regulation of Contracts and Tariffs 


The commission pointed out that the 
reasons which led it to adopt Order No. 
144 requiring pipelines to use rate sched- 
ules in tariff form rather than the private 
contracts previously in use are even more 
valid today than in 1948 when the order 
was promulgated. The gas business has 
greatly expanded during the interim years. 
About 100 tariffs efficiently replace many 
thousands of separate gas contracts, with 
a great simplification of the commission’s 
responsibilities in reviewing rates. The 
use of tariff forms is necessary to avoid 
the risk of unjust discrimination, said the 
commission, 

Gas supply contracts with distributing 
customers must be long-term as to quan- 
tities and service conditions, though not 
as to price. Under present practice, the 
commission pointed out, an initial price is 
established, leaving future prices to be 
fixed by future “effective” tariffs under § 
4(e) as the pipeline’s costs may change. 
Under the Memphis rule, and absent cus- 
tomer agreement to each specific rate in- 
crease, pipelines might be under compul- 
sion to fix at the outset firm future prices 
for the entire term of each contract. The 
commission thought such prices fixed by 
contract would tend to be higher than 
prices finally becoming effective under the 
present § 4 practice. Rates under private 
contract may tend to reflect the particular 
bargaining process rather than the public 
interest in uniformity. 
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The commission viewed with concern 
the problem of supervising rates if con- 
tract rates are required to be substituted 
for uniform tariffs‘ under the Memphis 
ruling. The commission noted that it could 
examine separate contracts in § 5(a) pro- 
ceedings and prescribe tariff form rates in 
place of contract rates found to be dis- 
criminatory or unreasonable. Thereafter, 
the pipeline could file rate changes under 
§ 4(d) without consent of customers and 
have them processed under § 4(e). But all 
this would bring the commission addi- 
tional work and delay. 


Impact of Refunds 


The commission now has pending be- 
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fore it rate increases sought by 34 pipe- 
line companies. The annual gross income 
of these companies presently collecting or 
proposing increases was reported as being 
$1.3 billion in 1956. The refunds of this 
group under the Memphis ruling could be 
a sixth or more of their gross revenues for 
a single year. Any refunds of these pro- 
portions, the commission commented, 
would have a severe impact upon the in- 
dustry. 

Along with these considerations, the 
commission noted that the Memphis de- 
cision will impair the pipeline’s ability 
to secure financing and expansion. Re El 
Paso Nat. Gas Co. Opinion No. 308, 
Docket No. G-12948, January 24, 1958. 


Advertising Relating to Public Power Ownership 
Not Chargeable to Operating Expense 


ee and other expenditures de- 
voted to influencing public opinion 
either for or against public ownership of 
power facilities are not just and reason- 
able operating expenses of utilities, the 
Wisconsin commission ruled. Such items 
must be included in the miscellaneous in- 
come deductions account. 

The commission made it clear that it 
took no position one way or the other with 
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respect to public ownership of power re- 
sources. 

Nor did it seek in any way to in- 
fluence public opinion or to restrict the 
right of any person to express or publicize 
his opinion. The order dealt solely with 
the manner of accounting for these par- 
ticular costs. Re Uniform System of Ac- 
counts for Electric Companies, 2-U-4937, 
December 19, 1957. 


Production of Relevant Evidence by Third Parties 
Held Proper in FCC Investigation 


HE United States district court held 

that material sought by the Federal 
Communications Commission to aid in a 
broadcasting network study could be re- 
quired by subpoenas duces tecum or a com- 
mission order requiring the production of 
evidence. In granting the commission’s 
petition to enforce the subpoenas and the 
order, although imposing restrictions on 
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voluntary disclosure of certain trade 
secrets by the commission, the court com- 
mented on some interesting points raised 
by respondents. 

Respondents did not seriously contend 
that they were altogether beyond the 
subpoena power of the commission or that 
there were not legitimate inquiries which 
the commission might make of them. They 
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asserted, however, that commission juris- 
diction under the act was basically con- 
fined to licensing and regulation of broad- 
casting in its various aspects. Since they 
merely supplied programs for such trans- 
mission, in some instances to sponsors or 
advertisers and in other instances to the 
broadcasting stations, and were not li- 
censees or permittees of the commission, 
they argued that the commission had no 
more power to require them to disclose the 
intimate details of their business affairs 
than it would to compel manufacturers or 
suppliers of equipment used in such broad- 
casting, or one who sold stationery or 
motorcars to the broadcasters, to make 
such disclosure. 

The court pointed out that such argu- 
ment illustrated the necessity of drawing 
lines between the protection of the public 
interest within the proper confines of the 
powers granted by Congress to an admin- 
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istrative body such as the commission and 
the rights of individual businessmen to 
pursue their legitimate business activities 
without being subjected to unnecessary 
and harassing government inquisition. In 
the case at bar, the commission concluded 
that respondents came within the frame- 
work of the powers of inquiry granted by 
Congress to the commission upon subject 
matter which vitally affects the public in- 
terest. Under these circumstances, the 
rights of the individual businessman to 
privacy in his business affairs must yield 
to the paramount public interest. 

The power of subpoena granted the 
commission is not confined to those over 
whom it may exercise regulatory juris- 
diction, but extends to any persons from 
whom it can obtain information and doc- 
uments which are relevant to its lawful 
inquiry. Federal Communications Com- 
mission v. Cohn et al. 154 F Supp 899. 


Commission Rules against Use of Special Facilities 
Are Controlling 


HE West Virginia supreme court re- 
versed a commission order which 
ruled that a motor carrier of general 
commodities had authority to operate 
a moving van, where such operation was 
plainly in violation of commission rules 
excluding such authority from the car- 
rier’s general commodities certificate. 
The rules provided that a certificate 
authorizing motor transportation of gen- 
eral commodities should not include the 
use of “special” motor vehicles. They 
further provided that a moving van was 
a “special” motor vehicle. The court held 
that since the provisions were plain and 
unambiguous, the commission was bound 
to apply them merely and not construe 
them. 
In interpreting the rules as allowing 


the carrier to operate a moving van, 
the commission committed an error of 
law. 

Earlier, the commission had approved 
an attempted transfer of the existing cer- 
tificate but on the specific condition that 
the transferee should not operate a mov- 
ing van. The certificate was not accepted 
by the transferee, however, and the com- 
mission subsequently canceled its order of 
approval. Upon cancellation of the un- 
completed transfer, the certificate as orig- 
inally issued, without the limitation im- 
posed upon the transferee, remained in 
force and effect, and the commission rules 
relating to special vehicles applied. Eng- 
lish Moving & Storage Co. et al. v. West 
Virginia Pub. Service Commission, 100 
SE2d 407. 
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Snake River Project Disapproved as Not Best Adapted 
To Comprehensive Development 


HE Federal Power Commission de- 

nied the request of Pacific Northwest 
Power Company for a license under § 
4(e) of the Federal Power Act to con- 
struct and operate a hydroelectric project 
on the Snake river between Idaho and 
Oregon. The project comprised two de- 
velopments known as the Mountain Sheep 
and Pleasant Valley developments. It was 
denied on the ground that it was not best 
adapted to a comprehensive plan for de- 
veloping the river, within the meaning of 
§ 10(a) of the act. 

The Snake river is the largest tributary 
of the Columbia river, and the Snake river 
basin is said to be the largest present pro- 
ducer and the largest potential source of 
hydroelectric power on the continent. The 
river is navigable federal water for a dis- 
tance of nearly 900 miles from the point 
of its junction with the Columbia. 

The proposed Mountain Sheep dam, 
255 feet high, would be located at river 
mile 192.8 and would provide usable 
pondage of about 46,000 acre-feet. The 
initial generating capacity would be 282,- 
000 kilowatts and ultimately 376,000. The 
proposed Pleasant Valley dam, 534 feet 
high, would be constructed about 20 miles 
farther upstream, having a reservoir ex- 
tending upstream to the low Hell’s Canyon 
site with a usable storage capacity of 
500,000 acre-feet. Generating capacity 
would be 720,000 kilowatts initially and 
864,000 ultimately. 

The project would be integrated with 
the Northwest Power Pool. The capacity 
and energy that could be produced by the 
project could be utilized in the Pacific 
Northwest as soon as it could be made 
available. The commission thought the 
project would be feasible from an engi- 
neering and economic point of view. 
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Comprehensive Development 


Whenever there is more than one pos- 
sible project that in combination with 
others may develop a stretch of river, the 
commission is authorized to grant a 
license only for the one which is best 
adapted to a comprehensive development 
plan, as required by § 10(a) of the Fed- 
eral Power Act. Such a comprehensive 
plan, said the commission, is one that will 
permit development of all of the beneficial 
uses of the water resources that are rea- 
sonably necessary and desirable, consider- 
ing the potentialities of the particular 
project. 

The commission had before it the re- 
port prepared by the Corps of Engineers 
of the United States Army filed with Con- 
gress in 1948. It set forth a broad plan 
for the development of the water resources 
of the area in the interest of flood control, 
navigation, power, irrigation, etc. 

The commission staff developed two al- 
ternative plans for the middle reach of 
the Snake river between the Hell’s Canyon 
project and the sites on the Lower Snake 
authorized for federal development. The 
principal feature of Plan I, which the com- 
mission considered the better one, was the 
Nez Perce dam which would store the 
waters of both the Snake and the Salmon 
rivers. It would develop a head of 595 
feet, providing usable storage of 3.9 mil- 
lion acre-feet. The Lower Canyon project 
in Plan II would provide total storage 
usable for flood control of about one-half 
of this amount. 

The commission said it was readily ap- 
parent from the studies made by the Corps 
of Engineers and from those by the staff 
for the Middle Snake basin that any com- 
bination of projects that includes Nez 
Perce would be superior to any combina- 
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tion of projects without this dam. The 
commission observed that Nez Perce, to- 
gether with existing storage and that 
under construction in the Snake basin, 
would supply all the storage needed to con- 
trol the flows of the Salmon and the Mid- 
dle Snake river for the prevention of flood 
damage downstream on the Columbia and 
for economic power development. It was 
noted that. the Nez Perce development 
would be economically feasible for private 
as well as federal financing and construc- 
tion. 

The commission found that the power 
output attributable to the Nez Perce proj- 
ect would be over two-thirds more than the 
output attributable to the Mountain Sheep- 
Pleasant Valley project. It appeared that 
the denial of a license for the Mountain 
Sheep-Pleasant Valley project need not 
adversely affect the power supply in the 
Northwest. Enough projects are contem- 
plated or under way to supply require- 
ments until other sources of supply can be 
obtained. While the Mountain Sheep- 
Pleasant Valley developments would pro- 
vide no navigation benefits, the staff’s 
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plans would benefit navigation by the re- 
lease of dammed water to maintain stream 
flow. 


Anadromous Fish Passage 


Of considerable controversy was the re- 
lation of the Nez Perce project to the fish 
runs on the Columbia. It was urged that 
a high Nez Perce dam would be injurious 
to afiadromous fish. The commission noted 
that several reasonably successful methods 
exist for the upstream passage of fish 
where high dams are located. It observed 
that although no comparably successful 
method had been devised for downstream 
passage, research on that problem was 
under way in connection with other proj- 
ects under commission licenses. The skim- 
mer device, recommended by the Secre- 
tarv of the Interior at the Brownlee dam 
on the Snake river, was suggested as the 
most promising method for downstream 
passage. The commission seemed to think 
the fish problem at Nez Perce could be 
solved. Re Pacific Northwest Power Co. 
Opinion No. 307, Project No. 2173, Janu- 
ary 20, 1958. 


ICC’s Unrestricted Certificate to Rail-owned 
Motor Carrier Upheld 


FTER the Interstate Commerce Com- 
mission had authorized a railroad to 
purchase the operating rights of a motor 
carrier, in a proceeding under § 5(2) (b) 
of the Interstate Commerce Act, the re- 
stricted certificate issued thereunder was 
modified in a subsequent § 207 proceed- 
ing. In the latter proceeding, the motor 
carrier’s application for a certificate of 
unrestricted operations was granted. 

On appeal from a lower court judgment 
upholding the commission’s action, the 
United States Supreme Court affirmed. 
The court ruled that the issuance of the 
unrestricted certificate in the § 207 pro- 


ceeding was within the commission’s 
power, that the evidence was sufficient to 
support the commission’s findings, and 
that issuance would further the public con- 
venience and necessity. 


Departure from Limitations 


Although the underlying policy of § 
5(2)(b) must not be divorced from pro- 
ceedings for new certificates under § 207, 
pointed out the court, the commission does 
not act beyond its authority when, in the 
public interest, it occasionally departs from 
the auxiliary and supplementary limita- 
tions in a § 207 proceeding. Proceedings 
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under each section are separate and dis- 
tinct, notwithstanding that the same gen- 
eral policy governs both. 

The mere fact that a carrier has just 
emerged from an acquisition proceeding 
under § 5(2)(b) does not act as a deter- 
rent, in so far as the commissgion’s discre- 
tion, in a § 207 proceeding, to an unre- 
stricted grant. 

The evidence left the court unwilling 
to suggest that public convenience and 
necessity could be advanced only by con- 
fining the carrier to service of smaller 
communities, as advocated by appellants, 
while leaving the more profitable business 
to others. Public need for the carrier’s op- 
eration in truck-load traffic to some extent 
could be grounded on the need for its op- 
eration in peddle traffic, since economic 


HE North Dakota supreme court 

ruled that the state commission had 
no authority to interfere with the action 
of the state board of administration in 
making and carrying out a contract with 
a privately owned electric company for the 
furnishing of light and power to a state 
school under the board’s jurisdiction. 

Early in 1955, the board and Otter Tail 
Power Company entered into the service 
contract, and the commission subsequent- 
lv approved it. Shortly thereafter the city 
of Grafton, where the school was located, 
filed a complaint with the commission ask- 
ing for an order to compel the company 
to refrain from supplying power to the 
school or to any other premises located 
within the city limits. 

Grafton had a municipal plant and was 
able to provide adequate electric service 
to the school. The board owned the facili- 
ties which connected with the company’s 
lines outside the city limits. The commis- 
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Commission Lacks Power to Halt Private Company Service to 
State Agency in Municipal Plant Territory 


justification for carrying on a costly 
peddle operation depends on combining it 
with a more lucrative operation. 


Unprofitable Operation 


While true that railroads were not al- 
lowed to enter the motor trucking indus- 
try primarily to build an independently 
profitable trucking operation, the court 
pointed out, there was no foundation in 
the act for construing § 207 as requiring 
that any railroad operation in the motor 
trucking field be unprofitable. Observance 
of economic realities in ascertaining pub- 
lic need is no less due a rail-owned motor 
carrier than an independent motor carrier. 
American Trucking Asso., Inc. et al. v. 
United States ct al. 2 L ed 158, 78 S Ct 
165. 


sion ordered the company to cease and 
desist from furnishing service. The dis- 
trict court reversed the commission, and 
an appeal was taken to the state supreme 
court. 


State’s Power Supreme 


The city of Grafton contended that the 
power of the board to purchase electric 
service for the school was limited in two 
respects. First, it was said that the board 
could contract with utilities only in ac- 
cordance with rules and regulations of the 
commission governing utilities and that 
the sale of electricity outside the city limits 
for conveyance over the board’s power 
lines into the city violated those rules and 
regulations. Secondly, it was asserted that 
the maintenance of the board’s power line 
across a road on the city’s boundary 
violated a constitutional provision requir- 
ing municipal consent before city streets 
may be used for utility purposes. 
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The court observed that the board, in 
exercising its duty to administer the state 
school, acted as an instrumentality of the 
state. Neither the powers vested in mu- 
nicipalities to own and operate electric 
plants nor the powers of the commission 
to regulate public utilities derogate from 
the state’s sovereign power to operate its 
charitable institutions, whether they be 
located within or without the limits of a 
municipality. 

The court interpreted the constitutional 
provision which the city invoked in its sec- 
ond contention as being not a grant of 
power to municipalities but a restriction 
upon the legislature designed to prevent it 
from authorizing indiscriminate use of 
city streets by utilities without control by 
local authorities. But only to this extent is 
it a limitation on the sovereign power of 
the state. It cannot be interpreted as a re- 
striction on the state itself to use the city 
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streets for governmental purposes. This 
constitutional provision, therefore, had no 
bearing on the controversy, said the court, 
and it afforded no basis for the commis- 
sion’s cease-and-desist order. 


No Franchise Contract 


The city further argued that the action 
of the board in some way violated a con- 
tract existing between the state and the 
city of Grafton. The contract was sup- 
posed to issue from the statutory author- 
ity of the city to own and operate a mu- 
nicipal plant. The court indicated that the 
statute did not grant, as against the state, 
an exclusive franchise. But even if such a 
contract could be drawn from the circum- 
stances, the commission would have no 
jurisdiction either directly or indirectly to 
enforce it, said the court. City of Grafton 
v. Otter Tail Power Co. of Fergus Falls 
et al. 86 NW2d 197. 


Emergency Power Connection Authorized 


HE Federal Power Commission au- 
thorized Kansas Power & Light Com- 
pany to make a permanent connection, 
for emergency use only, between its fa- 
cilities and those of Kansas City Power 
& Light Company. The commission found 
that the applicant’s facilities are not used 
for the transmission or sale at wholesale 
of electric energy in interstate commerce 
and that the company is not therefore sub- 
ject to federal jurisdiction. 
Kansas City Power, however, was 
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found to be subject to the commission’s 
jurisdiction. 

Section 202(d) of the Federal Power 
Act limits any grant of authority to 
make emergency connections with an 
electric utility subject to federal juris- 
diction to “person(s) engaged in the trans- 
mission or sale of electric energy and not 
otherwise subject to the jurisdiction of 
the commission . . .” Re Kansas Power 
& Light Co. Docket Nos. E-6568, E-6749, 
January 6, 1958. 


Securities Authorized with Five-year Bond 
Redemption Restriction 


. ; ‘HE Wisconsin commission authorized 
a telephone company to issue, in ad- 
dition to $2.1 million par value of com- 


mon stock, approximately the same 


355 


amount of 54 per cent, 30-year, sinking- 
fund bonds at not less than their principal 
value plus accrued interest. The bonds will 
be privately placed with institutional in- 
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vestors. A finder’s fee of one-half of one 
per cent was approved. 

The commission approved a 5-year re- 
demption restriction against refunding 
with lower cost debt money. The restric- 
tion does not apply, of course, to the sink- 
ing-fund retirement. A gradually dimin- 
ishing redemption premium of 6 per cent 
was also approved. These features of the 
issue were not discussed bevond a finding 


3 


that the terms were reasonably necessary. 

Proceeds from both issues will be used 
to retire short-term bank loans and pay 
for additions to plant. The company’s pro 
forma capital structure showed some im- 
provement, with common stock and sur- 
plus amounting to 39.8 per cent, preferred 
stock 12.5 per cent, and debt 47.7 per cent. 
Re General Teleph. Co. of Wisconsin, 2- 
SB-709, December 27, 1957. 


Hydrocarbon Fractioning Operations Included in 
Integrated Gas System 


(ens Securities and Exchange Com- 
mission authorized Columbia Gas 
System, Inc., a holding company, to ac- 
quire the common stock and instalment 
notes of its newly formed subsidiary, 
Columbia Hydrocarbon Corporation, to 
finance the latter’s plant construction and 
business of fractioning and marketing the 
heavier hydrocarbons extracted from the 
system’s natural gas supply. It also ex- 
empted the issuance and sale of the securi- 
ties under § 6(b) of the Holding Com- 
pany Act. 


Present Columbia System 


The present Columbia System consists 
of Columbia, 13 operating subsidiaries, 
and a subsidiary service company. The op- 
erating subsidiaries are engaged in the 
production, purchase, storage, transmis- 
sion, and distribution of natural gas. Some 
of these subsidiaries also produce and sell 
gasoline and other hydrocarbons. One sub- 
sidiary produces and sells oil. 

In 1944 the commission held that 
hydrocarbon extraction operations were 
retainable in the holding company system 
(57 PUR NS 444). United Fuel Gas 
Company, one of the svstem’s major gas- 
producing companies, has been engaged in 
hydrocarbon extraction operations for 
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many years. The gas produced and pur- 
chased by it is particularly rich in the 
heavier hydrocarbons, the removal of 
which has been found necessary in con- 
nection with the pipeline transmission of 
natural gas for resale. 


Building Program 


United Fuel is in the process of build- 
ing a new extraction plant. It proposes to 
sell the liquid stream of mixed hydrocar- 
bons to be produced at its new plant to 
Hydrocarbon Corporation. It has been es- 
timated that gross revenues from the sale 
of the heavier hydrocarbon products 
under the joint program of United Fuel 
and Hydrocarbon Corporation will in- 
crease from around $3 million to more 
than $6 million in 1960. 

Hydrocarbon has proposed to build a 
plant to fractionate the liquid stream of 
hydrocarbon purchased from United Fuel 
into natural gasoline, butane, and propane. 
The new securities are to be sold to finance 
this building program. 

It was estimated that United Fuel 
would realize a net return of about 11.6 
per cent on its net plant investment in the 
first full vear of operation, and Hydro- 
carbon would realize a net return of about 
12.4 per cent on its investment in such 
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vear. In addition to processing the natural 
gas for pipeline distribution the effect of 
the joint program would be: (1) to obtain 
for United Fuel an advantageous market 
for the large quantities of its heavier hy- 
drocarbons, (2) to eliminate the present 
uneconomic use of valuable natural re- 
sources, and (3) to obtain for the holding 
company’s investors an appropriate reali- 
zation of the economic values contained in 
the natural gas resources involved. 


Statutory Standards 


The question whether the system might 
engage in the fractioning operations pro- 
posed for Hydrocarbon was a question not 
essentially different from that presented 
in 1944 when the commission considered 
the retainability of the svstem’s hydro- 
carbon operations as then conducted (57 
PUR NS 444). 

The federal commission pointed out 
that the joint extraction and fraction- 
ing operation would be conducted in mod- 
ern plants with more efficient facilities and 
improved techniques, would continue to 
be appropriate in conditioning gas for 
transmission and distribution as a fuel, 
and would be subordinate in size to the 
system’s retail gas operations. 


Functional Relationship 


Although part of the hydrocarbon op- 
erations formerly conducted by United 


Eben West Virginia commission dis- 
approved a rate increase proposed by 
Godfrey L. Cabot, Inc., a natural gas 
company, but it did authorize a smaller 
increase calculated to yield a return of 6.5 
per cent on a net original cost rate base. 

The difference between the commission 
and the company estimates involved two 
issues: (1) the manner of treating the 


7 
Gas Well-drilling Expense Allocated on Basis of Use 


Fuel would be taken over by the new com- 
pany, this was largely a matter of man- 
agerial discretion. The contractual ar- 
rangement between the two companies was 
deemed to be fair and, said the commis- 
sion, if any question should arise, in con- 
nection with United Fuel’s utility rates, 
as to the propriety of the division of the 
net proceeds resulting from the joint op- 
erations, the commission having jurisdic- 
tion might determine the question with- 
out regard to the terms of the contract. 
Therefore it concluded that the proposed 
business of Hydrocarbon was reasonably 
incidental or economically necessary or 
appropriate to the operations of the sys- 
tem’s integrated gas utility system as re- 
quired by §§ 10(c)(1) and 11(b) (1) of 
the Holding Company Act. 

The commission’s conclusion that the 
Columbia System might engage, through 
Hydrocarbon, in the business of frac- 
tionating into its several components the 
stream of mixed hydrocarbons produced 
by another subsidiary company was based 
upon the fact that this business was func- 
tionally related and therefore reasonably 
incidental to the system’s gas production 
operations and the conditioning of the gas 
thus produced for transmission to the sys- 
tem’s gas utility properties found retain- 
able in 1944. Re Columbia Hydrocarbon 
Corp. et al. File No. 70-3610, Release No. 
13610, November 27, 1957. 


maintenance of drilling and cleaning 
equipment expense, and (2) the method 
of allocating the company’s earnings de- 
ficiency to classes of customers. 

The company assigned the total cost of 
maintaining well-drilling equipment to ex- 
pense. The commission, on the other 
hand, assigned part to expense and part 
to utilitv plant account. The commission 
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based its position on ‘the fact that such 
equipment is used not only to clean and 
maintain wells that are in service, but also 
to drill new wells. 

Since the equipment is used to drill new 
wells, the commission allocated the cost of 
its maintenance on the basis of its use. It 
held that when that equipment is used in 
making capital improvements, the main- 
tenance expense should be assigned to the 
cost of those improvements. 


Allocation of Cost to Customers 


The company assigned the total earn- 
ings deficiency to residential, commercial, 
industrial, and miscellaneous customers, 
although it also has wholesale customers, 
claiming that without the latter customers 
it would not be able to serve the retail cus- 


& 


tomers at as low rates as it has been do- 
ing. No evidence was offered in support 
of this claim, however. 

The commission used the cost-of-serv- 
ice method of determining what costs were 
assignable to each class of customer.This 
case involved only retail rates. The com- 
mission allocated part of the earnings de- 
ficiency to wholesale service and reduced 
the amount assignable to retail service. 

The commission did not take the posi- 
tion that it is never proper to depart from 
a cost-of-service study in assigning a de- 
ficiency between classes of customers; it 
said that the justification for doing so 
must be clearly shown, and that was not 
done in this case. Re Godfrey L. Cabot, 
Inc. Case Nos. 4600, 4524, January 20, 
1958. 


Water Company Authorized to Refund 


ene Missouri commission authorized a 
water company to refund customer 
overcharges resulting from the company’s 
indiscriminate application of multiple 
minimum charges to any or all customers. 
The commission pointed out that while it 
could not legally require the company to 
make such refunds, it would authorize the 
refunds in this case because the company 
had voluntarily offered to make them if 
the commission’s interpretation of its filed 


= 


minimum charge regulation differed from 
that of the company’s. 

The commission thought that the intent 
of the rule permitted multiple minimum 
charges only where multiple dwellings or 
interconnected structures were supplied 
through one registered customer. The 
method by which the company was to make 
the refunds was set forth in the opinion. 
Re Rockaway Beach Water Co., Inc. Case 
No. 13,746, November 22, 1957. 


Extended-area Service and Rate Reclassifications 


—: Indiana commission authorized 
a telephone company to establish ex- 
tended-area service to replace presently 
existing toll service between certain ex- 
changes. The commission found that the 
overall service plan proposed by the com- 
pany was in the public interest, and was 
generally in the interest of the subscribers 
to be served. The plan was desired by a 
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substantial majority of all the subscribers 
from the exchange areas involved, and a 
community of interest existed between the 
exchange areas. 

The company was also authorized to 
extend its rate purpose classification for 
the exchanges involved to a higher classi- 
fication. The commission had long fol- 
lowed the policy of statewide basis of rate 
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making, it was pointed out, and as tele- 
phone exchange areas have exceeded the 
upper limits of the then effective rate pur- 
pose classifications, they have been re- 
classified to higher applicable rate pur- 
pose classifications. Exchange areas should 
continue to be so reclassified as to rate 
purpose classification, held the commis- 


e 


sion, on the basis of main telephones avail- 
able, in accordance with the commission- 
approved rate structure applicable to the 
company. To do otherwise would result in 
improper discrimination among exchange 
areas from a rate-making standpoint. Re 
Indiana Bell Teleph. Co. No. 27166, Au- 
gust 9, 1957. 


Discontinuance of Unprofitable Railroad Passenger 
Service Authorized 


7 Maryland commission authorized 
the Pennsylvania Railroad Company 
to discontinue two passenger trains which 
were being operated at a loss. Passenger 
use of the trains had declined from about 
forty-one passengers per trip on one train 
to about five, and from about twenty-nine 
passengers to about four on the other 
train. 

The commission observed that the serv- 
ice rendered by the two trains served no 
public need and that there was available 
adequate bus service offering a much 
greater variety of schedules. Furthermore, 
the buses in the area operate at approxi- 
mately equal speed with the trains in- 
volved in this case. Evidence also indicated 
that the discontinuance would not result 
in reduced mail or express service in the 
area. 


Guiding Principles 


The principles laid down in Hessey v. 
Capital Transit Co. (80 PUR NS 513) 
were deemed to be applicable to the pres- 
ent case. In the Hessey case the Maryland 


court of appeals held that a railroad com- 
pany organized and conducted for private 
corporate profit, but devoting its property 
to the use of the public, does not do so 
irrevocably or absolutely, but upon con- 
dition that the public will supply sufficient 
traffic on a reasonable rate basis to yield 
a fair return. To compel a railroad to con- 
tinue at a loss, it said, would amount to 
the taking of property without just com- 
pensation in violation of the due process 
clause of the Fourteenth Amendment of 
the Constitution of the United States. 

The court specifically held that a com- 
mon carrier cannot be compelled to carry 
on even a branch of its business with re- 
sulting loss, unless it is necessary for the 
fulfillment of its corporate duties. If one 
branch of its service is unprofitable, the 
court said, it would be neither good busi- 
ness nor justice to compel the company to 
continue that branch merely because the 
loss could be offset by profit on the rest 
of its service. Re Pennsylvania R. Co. Case 
No. 5543, Order No. 53156, December 
39, 1957. 





Other Recent Rulings 


Telephone Service Improvement. The 
Indiana commission authorized a _tele- 
phone company to improve service by re- 
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placing its 4-party urban service with 2- 
party service and by replacing its 8-party 
suburban service with 4-party service, 


FEBRUARY 27, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


with full selective ringing, and by estab- 
lishing a flat rate zone charge system in 
place of the mileage charge system for 
suburban service. Re Indiana Bell Teleph. 
Co. No. 27379, November 15, 1957. 


Water Company Return. The New Jer- 
sey commission considered a return of 6 
per cent reasonable for a small water 
company. Re Neptunus Water Co. Dock- 
et No. 10173, October 30, 1957. 


Cost of Capital. On remand from the 
court, the Pennsylvania commission, in 
determining that a return of 6.46 per cent 
on a telephone company’s fair value rate 
base was not unreasonable, commented 
that capital cost rates and an appropriate 
capital structure with which cost rates 
are to be weighted cannot be computed 
with precise mathematical certitude, and 
that judgment determinations of these fac- 
tors must be considered along with other 


intangible aspects pertaining to the spe- 
cific evidence. Pennsylvania Pub. Utility 
Commission v. Commonwealth Teleph. 
Co. C. 15864, C. 15845, December 23, 
1957. 


Electric Company Bonds Authorized. 
Holyoke Water Power Company, requir- 
ing funds for the construction of a steam- 
generating plant, obtained authority from 
the Federal Power Commission to issue 
to institutional investors, without com- 
petitive bidding, approximately $34 mil- 
lion of long-term, 5 per cent, sinking- 
fund bonds. Re Holyoke Water Power 
Co. Docket No. E-6744, December 27, 
1957. 


Electric Securities Issue. The Federal 
Power Commission authorized Iowa 
Power & Light Company to issue at 


competitive bidding $10 million of 30- 
year bonds, together with $5 million of 
preferred stock to be sold to a group of 
underwriters, in order to provide funds 
for the discharge of short-term bank debt 
and for construction. Re lowa Power & 
Light Co. Docket No. E-6793, January 
7, 1958. 


Bond and Stock Issues. An electric 
company requiring funds to satisfy bank 
loans and to pay for construction secured 
authority from the Federal Power Com- 
mission to issue at competitive bidding 
$10 million of preferred stock and $15 
million of 30-year bonds. Re Pacific 
Power & Light Co. Docket No. E-6791, 
January 7, 1958. 


Increased Return for Debt Service. 
The Wisconsin commission has author- 
ized a water utility to increase rates suffi- 
ciently to produce a rate of return of 6 
per cent rather than the usual 54 per cent 
for water utilities, in order to provide 
needed additional revenues to meet in- 
creased debt service requirements result- 
ing from new construction. Re City of 
Marinette, 2-U-4902, January 10, 1958. 


Heating System Abandonment. The 
Indiana commission authorized an elec- 
tric company to discontinue its hot water 
heating system to consumers in a certain 
city upon a showing that the system had 
depreciated to the point where satisfac- 
tory service could not be maintained with- 
out reconstruction and rehabilitation of 
the entire system, that reconstruction 
would not be compensatory, and that con- 
version to other heating systems was eco- 
nomically unfeasible. Re Indiana & Mich- 
igan Electric Co. No. 27211, November 
¥5,. 7937. 
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4 | Hood nut and internal connector 
vented for voidless compounding 


2 Positioning guide assures. proper 
permanent tightening 

y Controlled-stress retainer assures 
long gasket life, tight seal 


4 | Keyed connector permits tighten- 
ing cap nut with single wrench 

8 Best wet-process shock-resistant 
porcelain bushings 


G Completely enclosed and trapped 
neoprene '0”’-ring gaskets can’t flow 


Wide range of sizes and entrance fittings, with cor- 
rugated or petticoat-type bushings, meets most out- 
door and indoor cable-sealing applications. Available 
with either three conductors (above) or single con- 
ductor (below). 


Delta-Star Permanently-Sealed Terminators 
keep air and moisture out for good 





0 to 15,000 volts. Delta-Star SEAL-KAP Ter- indoor service. Lightweight cast-aluminum bodies 
nators reduce servicing problems. The special —_ help make SEAL-KAP terminators easy to handle, 
oprene ““O”-ring sealing design of this line of contribute to their economy of installation. 


ble terminators results in a permanently air-tight 
id mo sture-proof installation. Original cost, in 
ditior to installation and maintenance costs, 
low. 


AL-K \P terminators are made in single- and 
tee-conductor styles for both outdoor and 


GET COMPLETE INFORMATION in this new 
SEAL-KAP Terminator catalog. Write DELTA- 
STAR ELECTRIC DIVISION, H. K. PORTER 
COMPANY, INC., 2437 Fulton St., Chicago 
12, Illinois. District offices in principal cities. 


Hi. K. PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Stee, Derta-Sier Eiectric, Disston, Ferge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, H. K. Porter Company (Canada) Ltd. 




















Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new E!rama Py 
Plant (above) near Pittsburgh. It was desis 
by Duquesne Light Company’s Enginegt 
and Construction Department. The Dy 
Corporation was General Contractor, 

















Q-Panel walls (above) go up quickly in ' 
any weather because they are dry and 
hung in place, not piled up. 
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More than 32,000 sq. ft. of Q-Panels were 
to enclose the impressive Hawthorn § 
Electric Station (left) of the Kansas City, 
souri, Power and Light Company. “basco 
vices, Inc., designed and built the plant. 
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Industrial Progress 


Georgia Power Has 
$58,800,000 Program 


E largest construction program in 


Georgia Power Company’s history 


sannounced recently by J. J. Mc- 
ough, president. Mr. McDonough 
d the company would invest $58,- 
1000 during 1958 in new facilities 
serve the growing power needs of 
customers. This compares with 
put $52,000,000 spent during 1957. 
Among the larger items in the com- 
ny’s construction budget are: the 


pletion 


of a 125,000-kilowatt 


am-electric generating unit at Plant 
tes which will go into service in 
ay, 1958; continaation of work on 
iver Dam, a 60,000-kilowatt hydro- 
tric plant which will be completed 


1959; ; 


ind continuation of work on 


75,000-kilowatt steam-electric unit 
Plant McManus. This unit will also 


comple 
| requi 
0,000 in 
Georgi: 
rest $1 


Mectric ( 


uickly in 
dry and 


constrt 
pam-eles 
abama 
H)-kiloy 
in 19¢ 
Nearly 
nand 
cludin; 


ted in 1959. The three plants 
re the expenditure of $22,- 
1 1958. 


. Power Company will also 


000,000 in the Southern 
‘enerating Company which 
icting a 1,000,000-kilowatt 
tric plant near Wilsonville, 
lhe first two of four 250,- 
itt units will come into serv- 
() 
900 miles of new transmis- 
stribution lines will be built, 
in 8l-mile extension of the 
first 230,000-volt transmis- 
‘onstructed in 1957. 


cahela Power Announces 
tion Expansion Program 


or spending more than $50,- 
| the next three years for 

facilities have been an- 
v Don B. Potter, president 


sigahela Power Company. 
that sum will go into a new 


neratin 


v Island station, a project an- 


¢ unit at the company’s Wil- 


nounced several weeks ago; but ap- 
proximately $8,000,000 is planned for 
each of the three years, premised upon 
the future growth of the area, to im- 
prove service facilities for residential, 
commercial and industrial customers. 
A steadily increasing use of electric- 
ity for residential purposes, along with 
notable industrial growth, is motivat- 
ing the construction program, Mr. 
Potter said. 

During 1957 the company added 3,- 
500 customers, bringing its total to 
213,600. Of the new customers, 68 
were industrial. The forecast esti- 
mates another 9,000 customers will be 
added in the next three years, with 
another 100 industrial customers com- 
ing on Monongahela’s lines. 

The new generating unit at Willow 
Island will cost approximately $25,- 
000,000. It will have a rating of 165,- 
000 kilowatts but is expected to gen- 
erate up to 180,000 kilowatts, and will 
be the largest unit ever installed by 
Monongahela. Ground will be broken 
next June, with completion scheduled 
for 1960. 

Another major project for 1958 is 
a new power line connecting the com- 
pany’s Rivesville and Willow Island 
generating plants. The first stage of 
that project, a high voltage line from 
Rivesville to Fairview, now is prac- 
tically completed. Cost of the over-all 
project is estimated at $2,400,000. The 
line will further stabilize power supply 
for the entire Monongahela system, 
providing additional facilities for in- 
terchanging power between the two 
stations. 


Appalachian Power '58 
Construction Budget Nearly 
$50 Million 


ALMOST $50,000,000 will be spent 
by the Appalachian Electric Power 
Company for construction of new fa- 
cilities, according to G. L. Furr, Ap- 
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palachian vice president and general 
manager. 

Appalachian’s budget includes a 
major expenditure of nearly $26 mil- 
lion for completion of the new 450,- 
000 kw Clinch river plant at Carbo, 
Va, The $55 million plant will go into 
operation during 1958. 

Another $5-million is allocated to- . 
ward continuation of the development 
of the Smith Mountain hydroelectric 
power project near Roanoke. 

Appalachian will also spend over 
$6,700,000 on transmission lines and 
stations, including facilities to be 
served from the Clinch river plant. 
Allocations totaling over $11-million 
for distribution line and station work 
include conversion to 66,000 volts of 
parts of the Abingdon and Point 
Pleasant district, and other work in 
every division in the company. An- 
other $2-million has been allocated for 
various other projects during 1958. 


Reynolds Metals Booklet 


“ANODIZED Aluminum Strip Con- 
ductor” is the title of the latest in a 
series of brochures published for the 
electrical industry by Reynolds Metals 
Company. 

The illustrated, 12-page booklet 
contains detailed technical information 
on the advantages, applications, heat 
transfer properties, winding and join- 
ing of anodized aluminum strip con- 
ductors. 

Featured is a computation chart for 
obtaining strip conductor equivalents 
of wire gauges and other data useful 
in coil design. The brochure also de- 
scribes the company’s engineering, 
laboratory and field services, which are 
available to electrical manufacturers. 

Copies can be obtained by letterhead 
request to Reynolds Metals Company, 
2500 South Third street, Louisville, 
Ky. 

(Continued on page 26) 
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Commonwealth Natural Gas 
Plans Expansion 


THE Board of Directors of Com- 
monwealth Natural Gas Corporation 
(Richmond, Va.) recently approved 
a substantial construction program for 
the corporation during 1958 which 
will cost about $1,650,000. William 
H. Trapnell, president, said that con- 
siderable expansion of facilities has 
been made necessary by the steadily 
rising demand for natural gas through- 
out the Richmond-Tidewater area. 
During the past year, he stated, con- 
struction was completed of 40 miles 
of 18-inch “loop,” 13 miles of 12-inch 
“loop” and 14 miles of smaller lateral 
lines. After completion of the 1958 
additions the corporation will have ap- 
proximately 300 miles of main and 
lateral gas transmission lines. 


Con. Ed. Purchases Fleet 
Of Reading Truck Bodies 


A FLEET of 12 Reading truck bodies, 
“job-planned” for line construction 
work and maintenance service, have 
been purchased by the Consolidated 
Edison Company of New York, Inc.. 


for assignment throughout West- 
chester county. 

The bodies were manufactured by 
the Reading Body Works, Inc., of 
Reading, Pa., and specially adapted 
for Con Edison by the Franklin Body 
and Equipment Corp. of Brooklyn, 
New York. 

The 12 units include 10 one-ton, 
light-duty construction bodies, a three- 
quarter ton maintenance body and a 


three-quarter ton panel body. 


New 36-page Treatise Simplifies 
Selection of Protective Coatings 
JUST off the press is the new indus- 
try-wide Rust-Oleum Corporation 
thirty-six page protective coatings 
manual] released by the Rust-Oleum 
Corporation, 2799 Oakton street, 
Ivanston, Illinois. 

The comprehensive treatise features 
actual color chips of 102 different 
coating items and includes complete 
sections devoted to methods of sur- 
face preparation, use of primers, and 
finish coatings, and the availability of 
special custom coatings where re- 
quired, 

Sections of the new Rust-Oleum 





American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


manual include Primers, Short 
Type Coatings, Long Oil 
ings, Restful Color Group | 
Finishes, Heat Resistant 
ical Resistant Coatings, ( 
Coatings, Floor Coatings, 
specialized maintenance p) 
The new catalog (Forn 
may be obtained by writin 
Oleum Corporation, 27° 
street, Evanston, Illinois. 


Gai-Tronics Offers New / 

In Inter-Communicati 
A. R. ROYLE, general : 
Gai-Tronics Corporation 
Pa., has announced his com 
GTC (Gai-Tronics  Transis 
Communications), a maj 
in operational intercommunicati 
Power and Industry. An i: 
dual channel, voice comi:t 
system for use in very nois 
requires no central amplifier or ¢ 
trol equipment whatsoever. ‘l’e 
type Handset Stations 
speaker Assemblies connecied by j 
two pairs of #18 unshielded wirep 
a 115 volt A. C. power source co 

(Continued on page 28) 
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scription $10. 


P.U.R. QUESTION SHEETS 
an educational opportunity 


With the least possible expenditure of time, effort 
and money, utility executives, lawyers, accountants, 
engineers and others interested in any phase of pub- 
lic utility regulation can keep well informed through 
these brief, four-page leaflets issued every two} 


They consist of 10 questions and 10 authoritative 
answers based on current decisions revealing court 


and commission views pro and con. Annuc! sub- 


Send your order to 


PUBLIC UTILITIES REPORTS, INC., 
Suite 332, Pennsylvania Bldg. 
425 13th Street, N. W. 


Washington 4, D. C. 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 
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New advantages for truck owners 
introduced in ali-new 


Dodge Power Giants for 58 


er,pyload, economy and styling features When it comes to economy, Dodge sweeps the 

ige 4-way leaders of low-priced 3 field because of its exclusive Power-Dome V-8 engine 

design that reduces harmful carbon deposits. This 

ent in’ oduction of the new ’58 Dodge Power improves gas mileage . . . practically eliminates the 

ints bri ss truck owners a series of the most out- need for major engine overhauls. 

nding «vances in Dodge truck’s 40-year history. Dodge styling gives truck owners a real prestige 

Power, for instance, Dodge offers three new bonus. Striking dual headlights, massive new grilles 
er Gia:t V-8’s that provide up to 234 hp. ... as and luxury cabs are exceptional highlights. 


th as» / — than other low-priced makes. All in all, truck owners would be well advised to 
“te alee: = se take it easy under check into the ’58 Power Giant line-up before re- 

aus... keep going longer, too. placing or adding units. These Dodge trucks are 
yload <apacities are up to an all-time high. definitely four-way leaders of the low-priced three. 


assis Construction features the elimination of 


ss weivht while actually increasing strength. DODGE Pp G 
get as much as 14 more payload capacity. ower(ziants 
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prise the new system. This results in 
greatly simplified installation and 
maintenance. 

The Handset Stations and Speaker 
Assemblies each has its own “plug- 
in,” printed circuit transistor ampli- 
fier. 

Indoor units are dust tight ; outdoor 
units are also weatherproof. Hand- 
sets employ noise-canceling dynamic 
transmitters and high efficiency re- 
ceivers. Spring return pushbutton 
(optional locking) selects Page or 
Party-line Telephone channel. Basic 
system allows two simultaneous con- 


versations, one on each channel, both 
of which are common talking. 

A brochure which completely de- 
scribes and illustrates GTC is now 
available and will be sent upon re- 
quest. Address Gai-Tronics Corpora- 
tion, Reading, Pa., Dept. GTC. 


Porter Elects Vice President 


FRED W. ELLIOTT has_ been 
elected a vice president of H. K. 
Porter Company, Inc. Mr. Elliott 
previously had been assistant to the 
president, C. L. Holbert. 








NEW_ ISSUE 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


1,000,000 Shares 


Southern California Edison 
Company 


Cumulative Preferred Stock, 4.78% Series 
($25 Par Value 


Price $25.55 per,share 


Plus accrued dividends from; date of issue 


Copies of the Prospectus may be obtained from any of the severai 
underwriters, including the undersigned, only in States in which 
such underwriters are qualified to act as dealers in securities 
and in which the Prospectus may (egally be distributed 


The First Boston Corporation 











February 11, 1958 
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Dean Witter & Co. 








He joined Porter in 1956, ¢ 
from the Pennsylvania Indus 
Corporation ; prior to that he had} 
with the Batelle Memoria! 
Columbus, Ohio. Mr. Ellio‘; j 
uate engineer from the Us iversit 
Pittsburgh ; he received his M.S { 
Ohio State. 


Southern Cal. Ga: 
$40,263,000 Budget | 


FOR the third straight ye: : 
California Gas Company’ 
budget to handle additions » 
ments has exceeded the 
mark, it was announced 
President and General Mai: 
Banks. 

The new budget, which 
263,000, will be expended ‘ 
tremendous continuing expansio 
industry and population in the cf 
pany’s area. 

Previous budgets which have top 
the $40 million mark were appro 
in 1956 and 1957. The 1957 budge 
$44 million stands as the highes 
Company history. 

Largest single item in this ye 
budget, as in most normal years 
the projected expenditure of $128 
000 for additional mains, meters 
services needed to supply the new 
tomers expected to be connecte 
the company’s lines during 1958. 


$75,000,000 Program Plane 
By Detroit Edison for 1958 


THE Detroit Edison Company 
continue the long-range expan 
program launched by the company § 
mediately following World War | 
with 1958 construction expendit 
estimated at $75,000,000. 

The amount budgeted for const 
tion this year will provide for 


structure work on Edison’s general |( 


station at the Enrico Fermi Ato 
power plant, the completion of 
River Rouge power plant and the 
tinuation of work on the two-unt 
dition to the St. Clair power pl 
Other projects for 1958 will inc 
the construction of 14 new «istri 
substations, the building of 
mission and distribution lines « 
expansion of some eight e's 
tribution stations. 

Electrical use in Edis« 
square-mile service area rac 
all-time high of 12,559,23; .( 


watt-hours in 1957—more ‘han 44 cil 


ble the amount used in 1947. sit 
the company was incorporated in! 
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| 1956, confilas gen: rated 188.7 billion kilowatt- 
nia Indust a of lectrical energy, more than 
hat /ve had iM of wl ich was produced in the last 
Oria: Instill years 
Mio’: is a gam; the -nd of 1957, the company 
Universit 226,842 residential, commer- 
his dustrial customers—about 
re than at the end of 1956. 
lison studies indicate that 
aS - of electric customers will 
7a’ A . 
stantially in the future and 
jet | equirements of individual 
ee customers will continue to 
e mated that in ten years the 
e sidential customer will be 
) kilowatthours of electrical 
d recente" as compared to 3,114 
Manager F's’ * ear as compared to 3,11 
pwatthours in 1957, 1,992 in 1950 
th tolls (1,641 kilowatthours in 1947. By 
ed j ed 5 the iverage customer will use 
ne p00 kilowatthours annually, accord- 
_ paige oy to Edison forecasts. 


*h have top 
ere appr 
957 budge 
he highes 


in this ye 
mal years 
e of $12.8 
Ss, meters 
the new 
connecte 
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e expan 
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armi Ato 
etion of 
and the 
two-unit 
yO wer pla 
will incl 
distribu 
f new tr 
ines and 
es isting ( 


O1i'S 7.6 
reached 
37.000 k 
> than dq 
947, St 
ated in 19 


ower Load Reached All-Time 
High in December '57 
FAK electric power load in 1957 
r the United States as a whole to- 
led about 107 million kilowatts in 
cember, it was announced in a year- 
hl report by the Electric Power Sur- 
tv Committee of the Edison Electric 
stitute, whose study covers over 98 
rr cent of the industry, 
The December peak figure was 4.6 
rr cent below a forecast given in the 
ctober, 1957, survey. A_ gradual 
wing of industrial activity, and mild 
ecember weather in many parts of 
nation were factors in keeping the 
wer demands below earlier expecta- 
ms, the report stated. 
Although somewhat lower than esti- 
pated in the fall, the peak of 107 mil- 
m kilowatts represents an all-time 
~eding the 1956 December 
f more than 102 million kilo- 
nearly 5 per cent. It was 
‘hove the 1957 summer peak 
illion kilowatts. 
Gross margin of generating capa- 
lity over the December peak demand 
as 22.2 per cent, the report said. 
Last year, 132 new generating units 
taling «out 8 million kilowatts were 
laced it) operation. This was about 
3 milli. kilowatts more than was 
Ided in : 956, 
A rec: :d-breaking total of about 
} milli. kilowatts of new generat- 
§ capacity is scheduled to go into 
ration’ in 1958, the report stated. 
fs ot January Ist, the total program 
tT expoiding electricity-producing 
pcilities ‘cluded 45 million kilowatts 
I new generating equipment on order 


(Continued on page 30) 
























































3 feet of frost... 
trench 5 feet deep... 
30 inches per minute 


CLEVELAND TRENCHERS, like Sunberg Well Company’s 
Model 110 working here on the installation of 38,000 feet 
of 4-inch main in tough frost digging in DeSoto, Iowa, 
have for over 25 years delivered more trench . . . in more 
places ... at less cost. 





Clevelands are built by The Pioneers of the Modern 
Trencher, originators of every important trencher design 
feature. There’s a Cleveland for every trenching job and 
you'll find them working everywhere, giving good reliable 
production on tough jobs as well as easy ones—and doing 
it for year after year. 


a 
t 


THE CLEVELAND TRENCHER co. 


20100 $T¥. CLAIR AVENUE «+ CLEVELAND 17, OHIO 
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and scheduled for service during 1958 
and the next few years. Approximate- 
ly 82 per cent of the total capacity in- 
cluded in this program is scheduled by 
the investor-owned electric companies 
and 18 per cent by governmental 
agencies—7 per cent by Federal and 
11 per cent by non-Federal agencies. 

During 1957, actual power output 
in kilowatthours for the nation set a 
new record of more than 625 billion 


kilowatthours, in an increase of nearly 


5 per cent over the 1956 production 
figure. 

Total production by heavy equip- 
ment manufacturers of 123 million 
kilowatts of steam turbine-generator 
capacity during 1957 set a new record, 
the report stated. The combined ca- 
pacity of thermal and hydraulic gen- 


erating equipment shipped in 1957 by 


the manufacturers also established a 
new high, totaling more than 14 mil- 
lion kilowatts. The report covers gen- 
erating units of 4,000 kilowatts and 
larger. 


Booklet Describes Use of 
Magnetrol Liquid Level 
Controls AT EBWR 
“THE Power Plant of Tomorrow” 
is the title of a ten-page booklet de 
scribing, in detail, the use of Magne 
trol liquid level and flow controls at 
the Experimental Boiling Water Re 
actor, Argonne National Laboratories, 

Lemont, Illinois. 

Main theme points up the fact that 
while atomic energy as a power source 
may be in the future, the need for safe 
and dependable safety controls is here 
now ; that, while the book is devoted 
to the atomic power plant, the level 
control applications are such as are 
encountered in any industry, regard 
less of the end product involved. 

Actual photographs from inside the 
reactor and a simplified flow diagram 
explain complete function of each of 
the 16 Magnetrols installed as safety 
controls, 

Obtain booklet by writing Magne 
trol, Inc., 2110 S. Marshall Blvd., 
Chicago 23, Illinois. 


Potomac Edison to Spend 
$12,000,000 on Expansion in 1958 
A BUDGET of nearly $12.000,000 
has been announced by The Potomac 
Edison Company for construction ex- 
penditures on generating, transmis- 
sion, distribution and general service 
facilities during the year 1958. This 
figure is part of the record $33,000,000 
budget covering 1956, 1957 and 1958. 

Heading the list of major construc- 


30 


tion items is the expansion of the R. 
Paul Smith station at Williamsport. 
Over $5,500,000 will be spent this year 
to complete the new 75,000 kilowatt 
unit now under construction at the 
Smith station. The expansion is ex- 
pected to be completed in October of 
this year. The entire cost of the proj- 
ect is estimated at $13,000,000. 

The addition of the fourth unit will 
increase the capability of the Smith 
station to 168,000 kilowatts. making it 
by far the largest generating station 
within the PIX System. 

The second largest single item in the 
budget is the construction of a new 
service center in Cumberland. Plans 
for the proposed two-building unit 
were announced in October by Com- 
pany officials. Construction of the 
$300,000 center is expected to get un- 
derway in early Spring with comple- 
tion expected in the Winter of 1958. 


Four Whee! Drive Issues Book 
On Multi-Wheel Drive Trucks 


\ NEW 16-page book on the design 
features and advantages of multi- 
wheel drive trucks for both on- and 
off-highway applications in_ utilities, 
oil fields, firefighting, construction, 
road maintenance, transport, ready- 
mix, and logging may be obtained by 
writing to the Four Wheel Drive Au- 
to Company, Clintonville, Wis. 

The 9x12 pages of the new FWD 
hook show comparative design of con- 
ventional trucks and four and_ six- 
wheel-drive vehicles. Through photos 
and diagrams, the book also details 
ways in which multi-wheel drive 
trucks are engineered for on-highway 
as well as off-highway performance. 

The book is called “Plain Facts 
About the Advantages of Multi- 
Wheel Drive.” 


Allen C. Conger Appointed 
Northwest District Manager, 
Brown Boveri Corp. 


ALLEN C. CONGER, formerly 
with the U. S. Bureau of Reclama- 
tion in Bismarck, N. D., and more 
recently one of the enginee’s tn the 
New York office of Brown Boveri 
Corporation, has been appointed 
Northwest regional manager in charge 
of the corporation’s new office to be 
opened March 15th in Portland, Ore- 
gon, it was announced recently. 

Mr. Conger will be responsible for 
all operations in Oregon, Washington. 
Montana, Idaho and Alaska. He will 
concern himself with engineering and 
sales of all Brown Boveri power gen- 


erating distribution, transi 
industrial equipment, 

Brown Boveri will ox 
701 in the Executive Bi 
S.W. Sixth avenue in Port 
gon, where Mr. Conger \ 
headquarters. 

Mr. Conger was in com 
of operation and mainte: 
the Bureau of Reclamatio 
cilities in the state of Ni 
for over five years. Prio; 
was responsible for the fie 
ing, testing, and inspecti 
struction of the switchya 
Grand Coulee Dam, Wa 


K. H. MacWatt Appointed 
Manager of Piping Sales 
At M. W. Kelloag 

THE M. W. Kellogg Company, \ 
York, a subsidiary of Pullman 
corporated announces the appoi 
ment of K. H. MacWatt as mana 
of piping sales in the compaiiy’s Fal 
cated Products Division, [’rior to 
new position, Mr. MacWait was 
the sales department of the Divisi 
Mr. MacWatt joined M. W. 
loge in 1952. He has had more th 
twenty-five years experience in 
metal fabricating industry, special 
ing in power piping. heat exchan 

and process vessel fabrication, 


Perry M. Green, Jr., Appoint 
Kuhlman General Sales Manag 


KUHLMAN Electric Company, } 
mingham, Michigan, recently 
nounced the appointment of [erry] 
Green, Jr., as general sales manag 
of the company’s Transformer Di 
sion. 

Mr. Green will head the 
tivities of Kuhlman’s 56 sale 
and three regional factories < 
City, Michigan, Crystal Springs 
sissippi, and Salinas, Calif: 

Formerly sales manager 
substations for Bulldog Electric 
ucts Company, Detroit, 

Mir. Green offers an extens! 
trical background. Befor 

Bulldog, he served five yea 

president in charge of sale 
Continental Electric [quipn 

pany of Cincinnati, Ohio, 

years as purchasing ageit 

Kdenfield Electric Compan 

Oak Ridge Atomic [nerg\ 

Prior to these appointme 

Green was a sales represeil 
the General [Electric Supply 

tion. 
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lf your problem concerns UTILITY RATES, 


you will want these two companion volumes 


Preparing 
for the 
Utility 
Rate Case 


by Francis X. Welch, 

8. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 
A taken from the records of actual rate cases, are the 
reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 
case groundwork 
> saving time and expense of participants 
> cutting down “lag losses” 
> increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
Tie Mechanics of Rate Case Preparation 
Proof of the Rate Base 
jie Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
upleting the Rate Base; Working Capital 
Jperating Expenses 
perating Expenses, Continued— 
innual Depreciation 
Rate of Return 
e Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 pages 
Price $12.50 


HIS companion volume deals with those procedural 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


» examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways ot 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 

Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 

The Case for Complainants or Rate 
Increase Protestants 

The Expert Witness 

Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 

Appeal and Review 


before has anyone attempted to bring together, in relatively small compass, a comparable 


expesition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 

















Twofold Benefits From The 


Analysts Journal 


7, Xs timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


C) Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


(CD Please send me your advertising brochure. 




















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














DAY & ZIMMERMANN. INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











* Standby 
%* Augmentation 
* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


11 WEST 42ND STREET NEW YORK 36,N. Y 





Fords, Bacon & Davis 
err tottlivigy Engine “an coaek 


NEW YORK @ CHICAGO e@ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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(continued) 





GIBBS « HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 











Mention the FortNicgHtLy—It identifies your inquiry 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 








COST TRENDS—REPORTS 






DETERMINATION 











APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 








See fu Ijia 0 loyoralion 


ENGINEERS ° 


CONSTRUCTORS 


POWER PLANT SPECIALISTS 
DESIGN CONSTRUCTION MANAGEMENT 


SURVEYS e INVESTIGATIONS 


1200 N. BROAD ST., 





e REPORTS 
PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 






Send for brochure: “The Value of Cost Analysis to Management”’ 
DARIEN, CONNECTICUT 














GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR wei 
WATER =§ RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 














CHAS. T. MAIN. INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 







CHARLOTTE, 


BOSTON, MASS. 











Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 


N. C. 











Pioneer Service & Endineering Co. 










CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 






CHICAGO 











SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 






4, ILLINOIS 




















CONSTRUCTION 


NEW YORK 


DESIGN 


NEW YORK 














SANDERSON & PORTER ENGINEERS 
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Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Snupervision 
Chicago 3, Ill. 














STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e Reports « Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of th -year-old 
DESIGN—SUPERVISION HANDY.WHITMAN INDEX 
ubli ili 
REPORTS—VALUATIONS RO ton cg 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

: . Public Utility Valuations, Reports and 
Topographic and Planimetric Maps elon ae 
Mosaics, Plans G Profiles for all Original Cost Studies 

Engineering work. 910 Electric Building Indianapolis, Ind. 

Abrams Bidg. Lansing, Mich. 


/ Abram$/Aerial Survey 
Cmporation 























BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


Engineers - Architects - Consultants 


KANSAS CITY, MO. CONSOLIDATED 


Pa GAS anv SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, Il. 














Mention the FortniGHTLY—lIt identifies your inquiry 
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ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 








J. F. MceMAHON ASSOCIATES, INC. 


Engineering Consultants 
INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation—Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 














JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 








32 Laboratories in Principal Cities 














PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil « Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


4 r 
‘Sp ov 
ised ~ 








A. S. SCHULMAN ELEctRric Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles 














LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











The R.W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
\ Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis San Francisco ° Washington 








Mention the FortNiGHTLY—It identifies your inquiry 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation . 

*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 

*American Telephone & a Company . 
*AMP Incorporated 

Analysts Journal, The 

*Anchor Metals, Inc. ... 


Babcock & Wilcox Company, The 

Black & Veatch, Consulting Engineerings 
*Blyth & Company, Inc. 

Burns & McDonnell Engineeering Company 


c 
Carter, Earl L., Consulting Engineer . 
*Cating Rope Works, Te fe 
Cleveland Trencher Company, The . 
Columbia Gas System, Inc., The 
*Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers .. 
Delta-Star Electric Division, H. K. Porter Company, Inc. 
Dodge Division of Chrysler Corp. 
Drake & Townsend, Inc. 


*Eastman Dillon, Union Securities & Company 
*Ebasco Services Incorporated 
Electro-Motive Division, General Motors 
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First Boston Corporation, The 
*Fish Service Corporation 
Ford, Bacon & Davis, Inc., Engineers 
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Gannett Fleming Corddry and Carpenter, Inc. . 
General Electric Company .7, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers ca se Oe 
Gilbert Associates, Inc., Engineers .. Seas Soe 
Gilman, W. C., & Company, Engineers he _ 34 
*Glore, Forgan & Company . eer 
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Haberly, Francis S., Consulting Engineers ........... 37 
*Halsey, Stuart & Company, Inc. 

Harnischfeger Corporation 

*Harriman, Ripley & Company .. 

Harza Engineering Company 

Hirsch, Gustav, Organization, Inc. 

Hoosier Engineering Company 


*International Business Machines Corp. 
*International Harvester Company, The . 
Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers . 
*Justrite Mfg. Company .. 
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*Lehman Brothers 

*Loeb (Carl M.) Rhoades & Co. .. 

Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers ... 
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Main, Chas. T., Inc., Engineers .. 
*Marlow Pumps Division of Bell & Gossett Co. 
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Miner and Miner 
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*Motorola Communications & Electronics, Inc. 


*National Association of Railroad & 
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Newport News Shipbuilding & Dry 
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*Osmose Wood Preserving Co. of America, Inc. . 
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Pioneer Service & Engineering Company se 
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Porter, H. K., Company Inc., Delta-Star Electric Division 23 


Recording & Statistical Corporation . 
Remington Rand Div. of Sperry Rand ees 
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Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., Engineers 
*Smith, Barney & Company .. 
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Stafford, R. W., Company, The, Consultants .. 
Stone and Webster Engineering Corporation .... 
Sverdrup & Parcel, Inc., Engineers .. 
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This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
lbs., for the Ross Power Plant, Skagit Project, Department of Light, City: of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 





J & we | 
p (( =Ton - 
™! 
This dise for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 


First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 


gration of skill and production facilities. N E W POR T 
Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- NEWS 


lated to water power equipment. 





Avail yourself of the engineering talent, along with the special- Shipbuilding and 
ized production techniques and the skill of Newport News crafts- Dry Dock Company 
m¢ 1 operating vast steel fabricating shops, five huge machine shops, Newport News, Virginia 
drop forging and die facilities along with acres of brass, iron and 
steel foundries. 


let us bid on equipment for your present or future projects. 
If vou are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
...it’s yours for the asking. 





NEWEST GENERAL ELECTRIC TRAINING COURSE in polyphase metering 
was conducted recently at Rochester Gas & Electric Corp., Rochester, N. Y. 
Reviewing some of the material which was presented to 16 RG&E em- 


IVE, OR RMS VAL OF 
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ployees are, I. to r., F. W. Sullivan, Supt., Electric Meters and Test Dep 
H. A. Brown, Supt., Electric Distribution; P. S. Jennings, G-E Meter Special 
who conducted the course; V. B. Stoll, G-E Sales Engineer. 


How General Electric courses bring 
“added value’ to electric utilities 


can be solved with aid of digital computers. 


Newest training course incorporates research data 


The end product of research at 
General Electric is new, improved 
apparatus, but the intermediate 
product of research—the accumula- 
tion of product and system data 
can be equally important to electric 
utilities. For this information con- 
tains the basis of better understand- 
ing not only of a product but also its 
relationship to the entire system. 
General Electric’s new polyphase 
meter training course is the latest 
example of how product value is 
implemented by making extensive 
research information available to 
utilities. The polyphase course is 
planned for presentation in five 
sections, up to 40 hours, and local 
General Electric Apparatus Sales 
Offices will arrange the schedule to 


fit utilities’ convenience. 

General Electric has offered the 
following classes and courses. They 
indicate the range and scope of the 
added value information which is 
available to make your General Elec- 
tric apparatus a more valuable in- 
vestment. Your local G-E Apparatus 
Office will give you complete details. 
General Electric Company, Schenec- 
tady 5, New York. 


POWER SYSTEMS ENGINEERING COURSE—28- 
week program of advanced study—work as- 
signments, factory inspections, lectures—spon- 
sored by G.E. in Schenectady. Engineers 
selected for the course have 3-7 years’ ex- 
perience with a power company, consulting 
firm or university. Sponsoring companies assume 
salary, traveling and living expenses while 
G.E. assumes instruction and related costs. 


DIGITAL COMPUTER COURSE discusses what 
problems in utility system design and operation 





week course gives practical, workshop ¢ 
perience to system planning personnel. 
ENGINEERING PLANNING CONFERENCES 
decision-making utility personnel are conduct 
in distribution and relaying. They provide 0 
portunity for a mutual exchange of probl 
and latest information in these fields. 3d 
conferences are held in Schenectady 0 
Hudson Falls, N. Y., and Pittsfielc, Mass, 
distribution; Philadelphia for relaying. 
OUTDOOR LIGHTING INSTITUTES ore held 
scheduled basis at Hendersonville N. C 
three-day course covers the techr cal asp 
of street and highway lighting syste ) design 
ELECTRIC UTILITY SYSTEMS 

AND PRACTICES is a work- 
book—a basic primer—writ- 

ten originally for General 
Electric personnel. It has 

since been mailed to 1600 
people entering the in- " 
dustry in the past three , 
years and is offered to & "RIC 
utilities at $3 per copy. x 
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